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PREFACE. 

Heretofore no attempt has been made to provide- a 
ready reference hand book for practical and general 
use by the attorney for corporations. The corporate 
officer or stockholder usually calls upon his attorney 
for advice and service upon some plain matter of busi- 
ness. Only in rare instances does it relate to a compli- 
cated or doubtful question of law. Usually some well 
established principle is involved, some proposition 
upon which the authorities are all one way and which 
only has to be stated or brought to the attorney's at- 
tention to satisfy him of its correctness. Appreciating 
this fact the writer of the present work, himself the 
author of an elaborate treatise on the law of private 
corporations, has, upon reflection, and further investi- 
gation in all cases of doubt, embodied herein only the 
fundamental principles of corporation law stated in 
their simplest form with explicit direction as to cor- 
porate management and the transaction of corporate 
business, with citations of only leading cases and 
authorities sufficient to show the soundness of the 
doctrines herein laid down. In connection with' this, 
he presents a great number of forms. No matter of 
corporate business is likely to come before the lawyer 
for which a complete or easily adaptable form is not 
found in this work. This method of treatment will 
best serve the purposes of the lawyer until a tangled 
matter of business arises which must be unravelled in 
court. Then he may have to carefully investigate other 
authorities, in order to point out fine distinctions, 
adopting the technical verbiage of the law. When this 
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necessity arises he will resort to other and more elab- 
orate treatises and to the reports of decisions; because 
this work does not purport to be a complete elucidation 
of corporation law, which would necessarily fill several 
large volumes. In other words it is meant as a work 
of ready reference in the course of everyday corpora- 
tion business. In this sense and for this purpose, its 
usefulness will be as highly appreciated by the lawyer 
who has on his shelves one or more of the great works 
on corporation law as by the lawyer who only occa- 
sionally has a case involving the law of corporations 
and whose particular duties as attorney for corporate 
enterprises and corporate officers is to give advice with 
respect to mere matters of management. Great care 
has been taken to state legal propositions, which are 
borne out by authority and to present forms which have 
stood the test of judicial scrutiny. 

T. CARL SPELLING. . 
August 1st, 1904. 
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CHAPTER I. 
Definition and Outline. 

1. Definition. 

2. Components. 

3. Individuality of Corporate Existence — Limitations upon 

Corporate Powers. 

4. Kinds or Classes of Corporations. 

5. Creating and Organizing the Corporation. 

6. Who May Incorporate. 

7. As to a Corporation Holding Stock of Other Corpora- 

tions. 

§ I. Definition. 

There is a popular conception of a corporation dis- 
tinct from its strict legal definition. The non-profes- 
sional citizen seldom distinguishes the group of persons 
and property interests constituting the perceptible and 
easily designated components from that invisible entity 
which lawyers recognize as the real, corporation. 

The legal profession all agree that it is purely a cre- 
ation of law, with certain rights in common with indi- 
viduals, and others that are distinctive, all of which 
must be held and exercised to carry out the purposes 
for which it was created. No concise definition can 
improve upon that of Chief Justice Marshall, namely, 
that a corporation is "an artificial being, invisible, intan- 
gible, and existing only in contemplation of law." ^ 

A full and complete definition of a corporation can- 
not be well understood without discussing all its rights, 

15- 
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powers, duties and relations, and the legal and equit- 
able principles which control it in all its parts and 
functions, and their operation. 

Corporations and joint stock associations have cer- 
tain features in common. Both have stock-holders and 
boards of directors. But since a joint stock company 
is not incorporated, it is not a distinct entity. It is a 
mere limited copartnership. Its existence is in no sense 
derived from the State, but solely from the agreement 
among the members. 

§ 2. Components. 

And yet it is difficult for even the non-professional 
mind to conceive of a corporation existing for any prac- 
tical purpose without : 

(i) Continuous succession by a corporate name 
during the period specified in the act of incorporation ; 

(2) The right to purchase, hold and convey lands, 
to acquire and dispose of personal property, and to 
contract obligations ; 

(3) The right to sue, and the liability to be sued ; 

(4) The power to make rules and regulations, 
called By-Laws, for the government of the members 
and its business ; 

(5) The power to appoint and remove officers and 
agents ; 

(6) Loss of existing, and acquisition of new mem- 
bers. 

Formerly the possession and use of a common seal 
was recognized among the essential components ; but, 
while a seal is useful and convenient, its use is not 
usually considered vital to the validity of any corporate 
act. 
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§ 3. Individuality of Corporate Existence. — Limitations 
Upon Corporate Powers. 

The individualty of the corporation, apart from its 
membership, is so distinct that two corporations may 
have identically the same directors — even the same 
members or stbck-holders ; and where two corpora- 
tions, through their boards of directors, make a con- 
tract with each other, the directors who are common to 
both are not within the rule that one who acts in a 
fiduciary capacity cannot deal with himself in his indi- 
vidual capacity. Two corporations have the right, 
within the scope of their chartered powers, to deal with 
each other, notwithstanding the fact that some or all 
the directors are common to both. ^ 

Ordinarily, a corporation may only purchase and hold 
so much real estate as may be necessary to the tran- 
saction of its business, yet if organized, as under such 
general authority it may be, for the specific purpose, 
alone, or among others, of purchasing, holding and 
selling land, its power in that direction is unlimited. 

Among the incidental but qualified powers of all 
corporations is that of buying and selling the shares of 
other corporations. As to some corporations, such 
power is almost essential to the carrying out of their 
objects and transaction of their regular business — for 
instance banking and investment and many trading 
companies. 

§ 4. Kinds or Classes of Corporations. 

Within the broadest conception of the term, the 
State is a corporation; and from sovereignty to the 
lowest form, there may be, and are, corporations of 
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many degrees of importance, possessing powers of 
varying magnitude. It is impossible to conceive of any 
practicable and legitimate object of life the accomplish- 
ment of which may not be made the subject matter of 
incorporation, no statutory limitation forbidding. 

These corporations which have to do with the gov- 
ernment of the people, such as counties, cities and 
towns, are municipal corporations. Those devoted to 
the administration of charities in various forms, such 
as churches and schools giving free education, are de- 
signated as benevolent (formerly elemosynary) corpor- 
tions. The latter kind of corporation is often con- 
ducted and governed in many respects as are corpora- 
tions for profit, sometimes called business corporations. 
But while due attention will be given to other kinds, 
special consideration will be given in the following 
pages to corporations for profit. 

§ 5. Creating and Organizing the Corporation. 

In practice there is usually a preliminary agree- 
ment among those who contemplate the formation of 
a corporation with respect to the name of the corpora- 
tion, its class, purposes, amount, division and appor- 
tionment of capital stock and ofiScers. The mutual 
understanding may even go into other details, all of 
which is often reduced to writing. Such agreements 
are not binding— perhaps it would be more correct to 
say, are non-enforceable — ^prior to the consummation 
of the proceeding by signing and filing articles. The 
defect consists in the absence of the State's participa- 
tion, it being a necessary party to the compact. Until 
the articles are filed and an organization effected there 
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is no corporation in existence, nor any person, artificial 
or otherwise, having capacity to enforce the agreement. 

§ 6. Who May Incorporate. 

The incorporators must be natural persons, acting 
in their own right, and capable of signing the articles 
and appearing in person before an officer and acknow- 
ledging the same. Moreover they must be persons 
capable of entering into contractual obligations. This 
would exclude copartnerships, unincorporated associa- 
tions, persons of unsound mind and minors. 

There is no limit to the number who may sign the 
articles, but there must be at least a number equal to 
the minimum of directors to be designated according 
to the statute, since, almost invariably, the law re- 
quires directors to be stock-holders, where it is to be a 
business company, and members where the association 
is to be for purposes other than for profit. 

§ 7. As to a Corporatioii Holding Stock of Other Cor- 
porations. 

For a private corporation to hold stock in another 
was contrary to the common law, and is still against 
public policy as declared by the common law, in the 
absence of statutory authority in some form. Where 
corporations are created by special Act, which is noth- 
ing other than the grant of a charter, such power should 
be expressly conferred therein. A general law author- 
izing corporations to be created "for any purpose for 
which individuals may lawfully associate themselves" 
does not alone confer the power. Unless the power 
be necessarily incident to those expressly claimed, it 
should be claimed and set forth as one of the purposes 
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in the articles of incorporation. Whether the purchase 
by a corporation of shares in another corporation is 
beyond its powers, or a proper exercise thereof, depends 
upon the purpose for which it is made, and whether, 
under the circumstances, it is a reasonable or necessary 
means of carrying out corporate objects. ' 

Undoubtedly, a corporation belonging to neither of 
the classes above named, setting forth the usual pur- 
poses as such in its articles, could not legally devote its 
entire capital to dealing in stocks. When the question 
is brought before the courts, they will judge in each 
instance whether there has been a reasonable and legit- 
imate exercise of an incidental power, or a diversion of 
corporate funds. It is not to be understood, however, 
that a corporation chartered for the purpose, or created 
for that purpose, expressed in its articles, may not deal 
in stocks exclusively. And there can be no objection 
to a corporation being so formed under a statute pro- 
viding that corporations may be formed for any pur- 
pose for which individuals may lawfully associate 
themselves. Whether a corporation belonging to a 
class which is authorized by statute to consolidate with 
another or others of the same class may bring about a 
consolidation by purchasing the stock of the corpora- 
tions with which it is proposed to consolidate depends 
much upon statutes of the States where the question 
arises, and the construction given them by the courts. * 

i Dartmouth College v. Woodward, 4 Wheaton 518,636. 

2 Coe V. East, etc., Ry. Co., 52 Fed. R. 543; San Diego, etc., 
R. R. Co. V. Pacific Beach Co., 112 Cal. 53; Pauly v. Pauly, 
107 Cal. 8; Jesup v. Illinois Central Ry. Co., 43 Fed. R. 483. 

3 Hill V. Nisbet, 100 Ind. 341. 

* See Market Street Ry. Co. v. Hellman, 109 Cal. 571 ; In 
re Rochester, etc, Ry. Co., 45 Hun 126; Terhune v. Potts, 47 N. 
J, L. 218; Terhune v. Midland R. R. Co., 38 N. J. Eq. 423. 



CHAPTER II. 

Essentials of Instruments by Which Corporation 
Is Created. 

t. Explanation of Terms. 

9. Of the Articles of Incorporation of Corporation for 

Profit. 

10. Articles Must Be Properly Authenticated and Filed. 

11. Articles of Incorporation of Benevolent or Non-Profit- 

able Corporation. 

12. Articles of Co-operative Association. 

13. Parts of Articles Separately Considered — General Dec- 

laration of Intention. 

14. Parts of Articles Separately Considered — I. The Name 

of the Incorporation. 

15. Parts of Articles Separately Considered — II. The Pur- 

pose for Which It Is Formed. 

16. Parts of Articles Separately Considered— III. The Place 

Where Its Principal- Business la to Be Transacted. 

17. Parts of Articles Separately Considered>— IV. The Term 

for Which It Is to Exist. 

18. Parts of Articles Separately Considered — ^V. The Num- 

ber of Its Directors, or Trustees, and the Names and 
Residences of Those Appointed for the First Year. 

19. Pjrts of Articles Separately Considered — VI. If There 

Be a. Capital Stock, the Amount Subscribed and by 
Whom. 

20. Statutory Requirements as to Contents of Articles. 

21. Peculiarities of Certain States. 
8. Explanation of Terms. 

The meaning of the term "Charter" has undergone 
a change, or rather it would be more proper to say that 
it is used in a double sense, in recent years. Where 
the term is applied to the instrument by which the cor- 
poration is initiated under general laws, it is scarcely 
appropriate. 21. 
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The word "charter" technically means an instrument 
conferring, not asking or claiming authority. But this 
misuse of the term is so frequent under general incor- 
poration laws that its changed meaning has come to be 
pretty well understood. Charters were formerly granted 
by the king. Later, they were granted by Acts of Leg- 
islation, a separate Act being passed for each charter. 
Such is still the method in a few of the States and in 
most foreign countries. But the constitutions of most 
of the States now require that, where possible, the leg- 
islature . shall pass general acts, whereby, by simply 
filing a prescribed instrument, persons may form a cor- 
poration without application to the legislature at all. 
Such general statutes prescribe the contents of the in- 
strument to be filed, and require that it shall set forth 
the powers to be exercised by the corporation. When so 
formed, the instrument and the general laws under 
which it is filed may be aptly designated as the "char- 
ter" of the corporation. ^ 

The grant of a charter by legislative act, to persons 
named as incorporators, does not of itself create a cor- 
porate body. It must be shown, either by the Act itself 
or by other proof, that the incorporators applied for the 
charter, or afterwards accepted it, and an acceptance 
must be shown to have taken place within the State 
granting the charter. But acceptance in a formal man- 
ner is not required. Acceptance is sufficiently shown 
by user under it. ^ 

There is not only a popular misuse of the term 
"charter" by the public generally, but it is often used 
by lawyers and law writers interchangeably with arti- 
cles of incorporation. The former, as before explained, 
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really signifies a special legislative Act of Incorpora- 
tion, while the latter describes the instrument by which 
incorporators express their acceptance of the benefits 
of a general incorporation law. 

The word "trustee" is sometimes used indiscrimi- 
nately with "director" to denote a member of the man- 
aging board of a corporation. So the word "member" 
is frequently used where "stockholder" or "share- 
holder" is the proper term. The former is the more 
general, and is the only proper term to designate those 
who compose a corporation having no capital stock. 
But, while stockholders, often called "shareholders," 
of capitalized corporations are in reality members 
thereof, the exclusive use of the term stockholder to 
describe them prevents confusion. 

The term "constating instruments" is a convenient 
and appropriate term for the designation of all such 
writings as define the purposes, limit the powers and 
control the officers, agents and stockholders or mem- 
bers of the corporation, such as charter or Articles and 
By-Laws. 

§ g. Of the Articles of Incorporation of Corporations 
for Profit. 

The era of general incorporation laws, now gener- 
ally prevailing, is modern. Formerly, all corporations 
were created by special Acts of legislation, called, the 
Charter. They are still so created within a few States ; 
but these constitute exceptions to the general rule. In 
nearly all the States are found general laws, upon com- 
pliance with which a corporation immediately comes 
into existence and into possession of all such powers 
enumerated in such laws as the incorporators choose 
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to claim. The instrument filed with the proper ofEcer 
in which the incorporators embody their purposes and 
desires is designated "Articles of Incorporation." (For 
brevity the term "articles" will be hereinafter often 
used, having the same meaning. 

There is but little difference as to the form, whether 
the articles are to be those of. a corporation of great 
magnitude or a small business company. The forms 
here usually given are those of ordinary business cor- 
porations, and actual names, purposes, etc., are given, 
where practicable, for the reason that it is easier for 
the person using them to change the terms than to 
understanding^ fill in the blanks. 

Form I. — ^Articles of Incorporation of Railroad Com- 
pany. 

)••••••■■••■■■•••■•••■••■•■■•••■•■■•■■•■••••••■•••■••••■•■••■••• 

KNOW ALL MEN BY THESE PRESENTS : 

That we, E. P. Jones, M. L. Bennett, Asa Roberts, James 
Willard, and A. J. Knox, citizens of the United States and 

residents of the State of , have this day 

voluntarily associated ourselves together for the purpose of 

incorporating under the laws of the State of , 

and in the manner prescribed in the Civil Code of said State, 
a corporation, and we do hereby certify: 

First. — ^That the name of said corporation shall be The 
Excelsior and Air Line Railway Company; 

Second. — ^That the purposes for which said corporation is 
formed, are : To purchase, construct, maintain, operate and 

conduct a railroad, of standard guage, in the State of 

to be operated by steam, electricity or any other motive 
power, for the carrying of passengers and freight thereon and 
thereover for hire, with all the necessary tracks, side-tracks 
spur-tracks and equipments tor the same, also, to construct, pur- 
chase, own and maintain a public and private telegraph and tele- 
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phone line, or either of such lines, along the line of said pro- 
posed railroad, with the same termini as said railroad, and 
to operate the same and the business thereof ; and 
to lease said telegraph and telephone lines, or either of 
them, or other persons or individuals, or to contract with 
other persons or individuals for the construction, operation 
and maintainance thereof, or of either thereof, or for either 
such construction, operation or maintainance of said telegraph 
and telephone lines, or either of them ; and to buy, build, 
maintain, operate, run, and conduct steam-boats and ferry- 
boats for the transportation of passengers and freight, and 
to carry on a general express business in connection with 
the operation of said railroad ; and to have and exercise 
such other powers as any railroad company may be allowed 
by law to exercise at present or in the future ; with full 
power to issue its stock in accordance with its by-laws and 

the laws of the State of ; and to borrow 

money and issue bonds upon its road and property; and, in 
connection with said railroad and steam-boats, to run and 
operate vessels and barges, with full power to purchase and 
build wharves, docks and landings, and to buy or otherwise 
acquire all real estate necessary and proper for the exercise 
of the powers of said corporation ; and, to purchase, con- 
struct, own or lease warehouses, station buildings, engine- 
houses, coal-chutes, machine and car-shops as may be deemed 
necessary for the carrying on of the business of said Com- 
pany and the business of a common carrier ; and to obtain 
and receive gifts of real and personal property, and subscrip- 
tions towards the building of its road ; and to purchase, con- 
struct, own, maintain and operate, in conjunction with said 
railroad, such branch and side lines and railroads between 
said railroad and such points as the Board of Directors of said 
company may from time to time determine to be necessary for ' 
the business of said road. 

Third. — The said railroad is to be constructed from the 

City of Excelsior, or some point on the Bay of , 

or the waters discharging into it, in the State of 

generally eastwardly and southwardly by a practicable route 
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to a point in the vicinity of the City of Shoreham, in the 

County of , in said State ; together with 

a branch line extending from said railroad at a point in 
County, known as Gundlach, in a south- 
easterly direction through the County of 

to Smithtown, and thence into and through the County of 

in a southerly direction to Jonesborough, 

and thence in a southwesterly direction in said County through 

and into and through the County of to 

the town of Portsmouth, where said branch is to connect again 

with the said line of railroad, all in the State of 

Fourth. — ^That the estimated length of said railroad is 
oSO miles and that the estimated length of said telegraph and 
said telephone line is 350 miles ; and that the estimated length 
of said branch line from Gundlach, by way of Jonesborough 
to Portsmouth, is 68.6 miles, and that the estimated length 
of telegraph and telephone line along said branch lines of rail- 
road, is 68.6 miles. 

Fifth. — That the place where the principal business of 
said corporation is to be transacted is the City of Excelsior, in 

the State of 

Sixth. — ^That the term for which said corporation is to 
exist is ninety-nine (99) years. 

Seventh. — That the number of Directors of said corpora- 
tion shall be eleven (11), and the names and residences of 
those who are appointed for the first year are : 
Name. Residence. 

E. P. Jones Excelsior County, State of 

M. L. Bennett Excelsior, County, State of 

Asa Roberts Excelsior, County, State of 

James Willard Excelsior, County, State of 

A.J. Knox Excelsior, County, State of 

Geo. D. Hendlershot. Gundlach, County, State of 

S. P. Quay Shoreham, County, State of 

Oscar T. Gray Shoreham, County, State of 

August Heinze Belton, County, State of 

Saml. Goldstone Smithtown County, State of 

D. Maginnis Portsmouth, County, State of 
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Eighth.— flThat the capital stock of said corporation shall 
be six million dollars ($6,000,000), divided into sixty thou- 
sand (60,000) shares, of the par value of one hundred dollars 
($100) each. 

Ninth. — ^That the amount of the capital stqck actually sub- 
scribed is the snm of one million seven hundred and forty-six 
thousand five hundred dollars ($1,746,500), and the same has 
been subscribed by the following persons, and in the amounts 
set opposite their names respectively, to vrit : 

Name. Number of Amount 

Shares. Subscribed. 

E. P. Jones 5,000 $500,000 

(Here insert other subscriptions.) 

Tenth. — That before the filing of these Articles of Incor- 
poration there was actually subscribed to the capital stock of 
said Company, for each mile of railroad intended to be con- 
structed or purchased by said corporation, the sum of one 
thousand dollars ($1,000), and there has been paid for the 
benefit of the corporation to the Safe and Security Bank, a 
corporation, as Treasurer elected by the subscribers, ten (10) 
per cent, of the amount subscribed. 

Eleventh. — ^That before the filing, of these Articles of In- 
corporation, there was actually subscribed to the capital stock 
of said Company, for each mile of said telegraph and tele- 
phone line intended to be constructed or purchased by said 
corporation, the additional sum of one hundred dollars ($100), 
and there has been paid for the benefit of the corporation 
to the Safe and Security Bank, a corporation, as Treasurer 
elected by the subscribers, ten (10) per cent, of the amount 
subscribed. 

In Witness Whereof, we have hereunto set our 
hands and seals, this twenty-fifth day of Feb- 
ruary, in the year of our Lord, one thousand 
nine hundred and four. 

E. P. JONES, (Seal.) 

M. L. BENNETT, (Seal.) 

ASA ROBERTS, (Seal.) 

JAMES WILLARD, (Seal.) 
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(Here follows acknowledgment.) 

State of 

County of 

Joseph Jenkins, being first duly sworn on oath, says : 
That he is the duly elected, qualified and acting President 
of the Safe and Security Bank, a corporation, which has been 
elected Treasurer by the subscribers of the stock of The 
Excelsior and Air Line Railroad Company, mentioned in the 
foregoing Articles of Incorporation, and that the required 
amount of the capital stock thereof, to wit : One thousand 
dollars ($1,000) per mile, for each mile of railroad, has been 
actually subscribed, and ten (10) per cent, thereof, viz.: more 
than the sum of seventy-five thousand dollars actually paid 
to the said corporation, the Safe and Security Bank, as Treas- 
urer for the benefit of the corporation, The Excelsior 
and Air Line Railway Company, and that an ad- 
ditional ten (10) per cent, thereof, viz.: more than the 
sum of twenty-five thousand dollars actually paid to the said 
corporation, the Safe and Security Bank, as Treasurer for 
the benefit of said corporation. The Excelsior and Air Line 
Railway Company. 

JOSEPH JENKINS. 
Subscribed and sworn to before me, this 25th day 
of February, A. D. 1904. 

GEO. M. GUNDERSON, 
(Seal.) Notary Public, 

In and for the County of 

State of 

§ 10. Articles Must Be Properly Authenticated and 
Filed. 

In all States having general incorporation laws, the 
instrument of incorporation, whether designated arti- 
cles or otherwise, must be properly authenticated before 
presentation for filing. Such authentication is usually 
required to consist in acknowledgement before a duly 
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authorized officer. A failure to acknowledge the arti- 
cles is a fatal defect, and does not estop one of the 
incorporators from denying the validity of the incor- 
poration, though the certificate of the Secretary of State 
recite that the articles were duly acknowledged. But 
it is not necessary that the acknowledgement of articles 
should show that the incorporators were personally 
known to the acknowledging officer to be sucli, unless 
a statute expressly requires it. Obviously, where the 
statute prescribes filing of articles with a designated 
officer as a step in the proceeding to incorporate such 
articles would be ■without force or effect unless properly 
filed. Nor would recording them and the issuance of a 
certificate by the same, or another officer, cure the 
irregularity. 

The legal fees for filing and recording should always 
be paid or tendered, unless waived. The consequences 
of a failure of officers to perform their proper functions 
herein are not visited upon the incorporators if the fees 
are paid or tendered. But without such payment or 
tender, public officers owe no duty in the premises. 
The fees for filing with the Secretary of State, or other 
designated State officer, vary greatly in the several 
States, and are usually graded according to the amount 
of capital stock. 

§ II. Articles of Incorporation of Benevolent, or Non- 
profitable Corporations. 

The articles of a social, benevolent, and other non- 
profitable corporation, down to the certificate of organ- 
ization, are the same in general form as in corporations 
organized for profit. About the only difference between 
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them with respect to form is that the articles of the 
former do not contain a list of subscribers to stock. A 
certificate of organization prior to the filing of the arti- 
cles is required of social, benevolent, and other non- 
profitable corporations. Both the articles proper, duly 
signed and acknowledged, and the certificate duly veri- 
fied, are necessary to the valid creation of corporations 
other than for profit. And where the articles of a lodge 
were otherwise sufficient, and the certificate was in due 
form and properly verified, but the articles were never 
signed, it was held that no corporation had been created 
in legal contemplation.' 

Under statutes requiring verification, the same 
must be by affidavit of the officers conducting the elec- 
tion. The law does not provide any other form of veri- 
fication.* 

Form 2. — Articles of Incorporation of Benevolent So- 
ciety, 



KNOW ALL MEN BY THESE PRESENTS : 

That we, the undersigned, members of a benevolent so- 
ciety, do hereby, in accordance with the rules of such society 

and under and by virtue of the laws of the State of 

incorporate ourselves and form a Corporation as follows, to 
wit : 

First. — That the name of this Corporation is the "Amer- 
ican Hebrew Relief Society." 

Second. — That this Corporation is formed for charitable 
and benevolent purposes, and especially — 

(a) The accumulation of a fund for the relief of sick and 
destitute persons and other charitable purposes connected 
and commensurate with the aims and objects of the society. 
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(b) To cultivate social intercourse among its members 
and assist in improving and ameliorating the moral and social 
condition of its beneficiaries. 

(c) To purchase and own such real estate and other 
property as may be necessary for the purposes of the Society. 

(d) For the purposes above specified, to receive donations; 
to receive, manage, take and hold real and personal property, 
by gift, grant, devise or bequest. 

Pecuniary profit is not the object of this corporation. 

Third. — ^That the term for which said Corporation shall 
exist is years. 

Fourth. — That the place where its principal place of 

business shall be transacted shall be in the City of 

State of 

Fifth. — The number of Directors or Trustees shall be 
nine (9). The names and residences of those who are ap- 
pointed and elected for the first year and until the election and 
qualification of their successors, are : 

(Insert names and places of residence.) 

Sixth. — That there is no Capital Stock and there are no 
shares of Stock. 
Seventh.— That an election of said Directors or Trustees 

was held in the City of , State of 

on the 15th day of March, 1904, and the majority of the mem- 
bers of this Society were present and voted at such election. 
The persons above named were duly elected Directors or 
Trustees for the first year and until the election and 
qualification of their successors. Samuel Blum and Jacob 
Mayer were the President and Secretary, respectively, of said 
meeting and the officers conducting the said election. 

State of 

County of 

Samuel Blum and Jacob Mayer, being first duly sworn, 
each for himself, deposes and says, that he has read the 
foregoing statement as to the election of Directors or Trus- 
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tees of this corporation, and the same is true in each and 
every particular. 

SAMUEL BLUM, 
JACOB MAYER. 
Subscribed and sworn to before me, this 20th day 
of March, 1904, 

ABRAHAM S^TEIN, 

Notary Public, in and for the County of 

State of 

In Witness Whereof, we have hereunto set our 
hands and seals on this 20th day of March, 
in the year of our Lord one thousand nine 

hundred and and four, at the City of , 

County of , State of 

(Names of Incorporators.) 

§ 12. Articles of Co-Operative Association. 

Relaxations of the rule that corporations for profit 
must have a capital stock divided into shares are found 
in some of the States. These relaxations are a conces- 
sion to a disposition to co-operate in business for social 
advantage as well as profit. Where such laws exist the 
followingf form will prove useful as a guide : 



Form 3. — Articles of Incorporation of a Co-Operative 
Association. 



KNOW ALL MEN BY THESE PRESENTS : 

That we, the undersigned, have this day voluntarily asso- 
ciated ourselves together for the purpose of forming a corpora- 
tion under the laws of the State of 

AND WE HEREBY CERTIFY. 

First. — That the name of the corporation shall be the 
Advance Co-operative Bakery. 
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Second — That the purposes for which it is formed are to 
buy, sell, engage in, conduct and carry on the business of a 
wholesale or retail bakery, or both, and to engage in and 
carry on a general merchandise and mercantile business and 
to buy and sell goods, wares and merchandise, and to buy, 
hold and own such real property as may be necessary for the 
proper conduct of its business, and to hold, own, buy, sell, 
mortgage and convey real and personal property, and to con- 
duct and operate the said business in such manner as will 
conduce to the economic and intellectual elevation of the 
working people, and in accordance with the provisions of the 

Civil Code (or statutes) of the State of , for 

the incorporation and operation of co-operative business cor- 
porations and associations. And to further conduct and carry 
on said business for the promotion of the industrial interests 
of the members of said association. 

(Third. — That the place where the principal business of 

said corporation is to be transacted is in the City of 

in the County of , in the State of 

Fourth. — That the term for which said corporation is to 
exist is years from and after the date of incor- 
poration. 

Fifth. — ^That the number of directors of said corporation 
shall be seven (7), and that the names and residences of those 
elected for the first year are as follows, to wit : 

Names. Residences. 

(Insert names.) (Insert places of residence.) 

Sixth. — ^That the amount which each member of said asso- 
ciation is to pay, upon admission as a membership fee, is the 
sum of five dollars ($5.00); that each of the above named 
persons, and each person signing these Articles has actually 
paid in said sum of five dollars ($5.00) to said association; 
that the interest and right of each member in said association 
is to be equal. 

In Witness Whereof, we have hereunto set our 
hands and seals this 15th day of March, 1904. 
(Signatures.) 
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State of ) 

County of \ " 

On this 15th day of March, A. D. one thousand nine hun- 
dred and four, before me, Adam Beadle, a Notary Public in 
and for said County, personally appeared (names), known 
to me to be the persons whose names are subscribed to 
the within instrument, and acknowledged to me that they 
executed the same. 

In Authentication Whereof, I have hereunto 
affixed my signature and seal of office, at 
said County, the day and year last above 
written. 

ADAM BEADLE, 
(Notarial Seal.) Notary Public in and for the 

County of , State 

of 



§ 13, Parts of Articles Separately Considered — Gen- 
eral Declaration of Intention, 

The form by which the general intention to form a 
corporation is expressed is not a matter of special im- 
portance. The solemn form, "Know all men by these 
presents, that we, the undersigned, do hereby," etc., is 
most frequently employed ; but "We, the undtersigned, 
do hereby," is equally effective. But it is of some im- 
portance that the intention to form a corporation rather 
than a joint stock association be expressed. The latter 
is in legal effect a mere co-partnership, formed under 
legal authority, and distinguishable from an ordinary 
partnership by the fact that it uses a corporate name 
and issues stock to its members. Such issue of stock is 
a convenient method of providing clear evidence of the 
exact interest of each member, but the members are 
liable for the debts of the association to the same extent 
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as in an ordinary partnership. Sometimes the class or 
general character of the company is designated in the 
opening part, for instance, "A corporation to engage 
in the transportation of freight and passengers by rail," 
or "A trading corporation;" but such designation is 
superfluous. The corporation is classified and derives its 
character from the words used in setting forth its pur- 
poses. 

§14. Parts of Articles Separately Considered. — I. The 
Name of the Incorporation. 

The importance of the name may vary according to 
whether the question is viewed from a legal or a practi- 
cal standpoint. It has been well said that "The name 
is an indispensable part of the constitution of every 
corporation, the knot of its combination, as it has been 
called, without which it cannot perform its corporate 
functions." ^ A wrong or misleading name would 
not limit or enlarge the powers of the corporation. To 
determine these, the clause expressing the purposes, 
and other parts of the articles must be considered. But 
it is obvious that a misleading name would prejudice 
the corporate enterprise from the staindpoint of busi- 
ness, and might be an obstacle to its success, and 
require frequent explanation, notwithstanding that the 
second clause fully expressed the true purpose. 

Aside from the common-law exclusive right to a 
trade name, the adoption of a name identical with that 
of any other corporation created in the same State, or 
so similar thereto as to deceive the public, the selection 
of a name is left entirely to the volition of the incor- 
porators. A limitation upon the right to select a name 
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is sometimes found in statutes. The safer course, where 
there is any uncertainty as to a conflict, would be to 
communicate the proposed name to the Secretary of 
State, or other official having charge of articles which 
have been filed, accompanied with an inquiry as to 
whether there would be a conflict. 

The grounds upon which the courts afford relief 
against the infringment of a corporate name is the 
injury to the party aggrieved, and the imposition upon 
the" public, by causing them to believe that the goods 
of one man or firm are the production of another. The 
existence of these consequences does not necessarily 
depend upon the question whether a fraudulent or an 
evil intent exists.* The courts interfere in such 
cases, not on the ground that the State may not affix 
such corporate names as it may elect to the entities it 
creates, but to prevent fraud, actual or constructive.^ 

§ 15. Parts of Articles Separately Considered. — II. 
The Purpose for Which It Is Formed. 

If the question of the statement of purposes were 
fully elaborated, much space would be consumed which 
had best be devoted to other matters. Upon the word- 
ing of this part of the articles may depend the success 
or failure of the corporate scheme. Numerous are the 
purposes for which business corporations may be 
formed, and varied the phraseology in which the pur- 
poses may be expressed. 

The extent of powers, not only of the board of direc- 
tors but of the corporation itself, must be determined 
by reference to that clause in the articles expressing 
the purposes, in connection with a consideration of the 



ESSENTIALS OF INSTRUMENT. 37 

general character of the corporation, or class to wTiich 
it belongs. It is well to consider in this connection that 
the enumeration of certain powers in articles excludes 
all others. Nevertheless, those which are necessarily 
implied are as much contained and granted as those 
which are expressed, the general rule being that the 
enumeration of powers in the charter or articles confers 
those and such others as are fairly implied, but none 
that are not included upon a fair and reasonable con- 
struction. Courts and lawyers very properly distin- 
guish between implied and incidental powers. 

Of such exceptional importance is a clear, concise 
and full statement of the purpose, or purposes, that 
several exemplars are subjoined: 

Form 4. — Of a Trading Company. 

That the purposes for which said corporation is formed 
are, the engaging in and carrying on of a general mercan- 
tile and commission business in the City of 

State of , and elsewhere; the buying, selling, 

leasing and hiring of real estate in the State of 

and elsewhere ; the purchasing, holding and selling of the 
stock of other corporations, and such other purposes as may 
be incidental to the engaging in and carrying on of such mer- 
cantile and commission business. 



Form 5. — Of a Dry Goods Company. 



That the purpose for which it is formed is to purchase 
and acquire the good-will, stock and business now carried on 
and conducted by the firm of John Doe & Co., and to carry 
on and conduct said business and to carry on a general whole- 
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sale and retail business in goods, wares and merchandise of 
all kinds and nature whatsoever useful and ornamental, and 
more particularly to carry on the business of importing and 
manufacturing, buying and selling dry goods, fancy goods, 
cloaks, suits, curtains, and goods, wares and merchandise ap- 
pertaining and relating to the dry goods and fancy goods 
business, and to make, manufacture, buy and sell cloaks, suits, 
and other articles of wearing apparel, and to do and transact 
everything necessary, proper and beneficial in carrying out 
any of the foregoing named objects, and also to acquire, sell, 
lease, rent, hire and hypothecate real estate and to make 
assignments of leases and contracts and to transfer and assign 
leases and contracts when and where necessary and incident to 
said business. 



Form 6. — Bupng, Improving, Cultivating, and Selling 
Farming Lands. 

Tliat said corporation is formed for the purpose of buy- 
ing that certain farm known as the Fulton tract of land, sit- 
uate near , in County, in 

the State of , and cultivating and improv- 
ing the same, and conducting thereon the general business 
of farming, stock raising, growing and curing fruits, grapes 
and other products, making wine and selling such products ; 
and, when sufficiently improved, that an adequate price can 
be obtained therefor, selling said farm in one body or in small 
subdivisions. 



Form 7. — Comprehensive and Concise. 

That the purposes for which said corporation is formed 
and framed are : 

1. To purchase, own, improve, sell, lease and deal in real 
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property of every description ; to buy, sell, own, hold and deal 
in personal property of all kinds ; 

2. To purchase, own, sell and deal in shares of stock, bonds 
and obligations of public and private corporations ; 

3. To purchase, own, sell, operate and develop mines 
and mining claims and gold-bearing veins and lodes, and to 
carry on and conduct the mining and milling business in all its 
branches ; 

4. To lend money ; 

5. To buy, sell and deal in merchandise of all kinds ; 

6. To charter, construct, own, lease, and operate steam and 
other craft and vessels ; 

7. To do and perform all other acts or things necessary or 
incidental to purposes hereinabove set forth. 



Foim 8. — General Business, Comprehensive and Elab- 
orate. 



That the objects and purposes for which this corporation 
is formed, are : 

(a) The carrying on of a Banking business in all its 
branches; also for receiving deposits of money and loaning 
the same; also for the purposes of purchasing, taking, own- 
ing and holding real and personal property, improving, sell- 
ing, leasing and dealing in the same, and for the purposes 
of leasing and hiring all kinds of real and personal prop- 
erty from others within th« United States, Mexico and the 
British possessions, or wheresoever else it may acquire such 
rights and possessions. 

(b) Also for the purposes of building and construct- 
ing all kinds of public and private buildings and doing a gen- 
eral contracting and building business. 

(c) Also for the purpose of buying and selling, taking, 
owning and holding and dealing in shares of stock in this 
and other corporations, bonds, mortgages, pledges, choses in 
action, judgments, rights of way, water works, water rights. 
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easements, inventions, trade marks, patents, patent rights, 
licenses, privileges, oil asphalt, gas, electric or other lines for 
the transmission of light or power. 

(d) Also to sell, pledge, mortgage or hypothecate any of 
its properties for the purpose of securing any indebtedness 
it may contract and to make, execute and deliver all in- 
struments in connection therewith and to do all such other 
acts and things as shall be necessary in the transaction of its 
business. 

(e) Also to maintain and carry on a general real estate, 
commission, and auctioneering business, to act as agent, trustee,^ 
broker, or in other capacities in the making and negotiating of 
loans upon real estate or personal property, stocks, bonds, and 
other securities of all kinds. 

(f) Also for the purpose. of loaning money with or with- 
out security, and for taking all kinds of mortgages, pledges 
and securities of real or personal property to secure loans made 
by it; and to use all lawful means for the collection of money 
due it. 

(g) Also for the purpose of carrying on and transacting 
any and all kinds of business in which natural persons may 
lawfully engage. ' 



Form 9. — ^Purchase and Development of Oil Land and 
Other Business. 



That the purposes for which it is formed are : 

1. To buy and otherwise acquire, to hold and own, man- 
age, operate, improve, develop and sell lands, mining claims, 
mineral rights, oil wells, and other real estate and interests and 
rights in and to any of said properties : 

2. To engage in and carry on the business of drilling 
and exploring for oil, producting, refining, distilling, treat- 
ing, manufacturing, piping, carrying, handling, storing, deal- 
ing in, buying and selling oils, petroleum, natural gas, as- 
phaltum, bitumen, bituminous rock, and other mineral and 
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hydro-carbon substances, and products of all other substances; 
and for such purpose to buy and otherwise acquire, hold, 
own, manage, and operate refineries, pipe lines, tanks, manu- 
factories, machinery, tank-cars and other works, property and 
appliances that may be incident or auxiliary to said business, ' 
or that may be deemed necessary or convenient by the Board 
of Directors ; 

3. Also to take and acquire by purchase, exchange, or 
other lawful modes, and to hold, own, sell and otherwise dis- 
pose of the capital stock and bonds of other corporations ; 

4. Also to establish agencies, offices, storage tanks and 
houses, and to sell articles and products manufactured by 

itself, or other persons or corporation, in and 

other States or Territories of the United States of America, 
and in foreign countries. 



Form 10. — ^Purchase, Development and Sale of Mineral 
Lands, Water Rights, and Other Business. 



That the purposes for which it is formed are : 
First. — To acquire in any part of the world by purchase, 
condemnation, exchange, location, appropriation, or in any 
other, manner whatsoever, or in any manner whatever, to re- 
ceive, own, hold, use, operate, lease, supply, mortgage, sell, 
or otherwise dispose of, in any part of the world, mines, 
mining property, ores, deposits of mineral, rock, earth, water, 
water-rights, power, light, reservoirs, canals, flumes, ditches, 
pipes, tunnels, aqueducts, dams, sites, rights of way, 
or other easements, mills, smelters, or other machinery, 
saw-mills, stores, hotels, boarding-houses, vessels, tramways, 
or any other kind of property. 

Second. — To contribute in any manner to the expense of 
promoting, constructing, improving or maintaining in any 
part of the world any works of any kind whatsoever, how- 
ever owned, which, in the judgment of its Board of Directors 
for the time being, may be calculated, directly or indirect- 
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ly, to advance the interests of the Company; and to buy or 
otherwise acquire, hold, guarantee, pledge or contract with 
reference to, or otherwise dispose of, in any manner, the 
shares, bonds,obligations or other securities of this or of other 
corporations, or of individuals ; 

Third.— To promote, maintain, do, perform, execute, ac- 
quire, own, hold or dispose of eachj all or anything incidental 
to, or necessary, convenient or proper, in the judgment of 
the Board of Directors for the time being, to carry out or 
perform any of the matters, things or purposes aforesaid, or 
incidental thereto, or connected therewith, or to exercise or 
acquire any rights, franchises or privileges which may be 
deemed necessary, requisite, useful, convenient, incidental or 
auxiliary to any of the purposes, objects or things herein 
or that in the judgment of its Board of Directors for the 
time being may tend to advance the interests of the Company, 
directly or indirectly ; 

Fourth. — To do such business of whatever nature, or in 
such places, in any part of the world, as the Corpora- 
tion's Board of Directors for the time being, may, from 
time to time, by By-Laws, Resolutions, or otherwise, de- 
termine. 



Form II. — To Purchase, Lease, Operate, etc.. Street 
Railways — Brief and Comprehensive, 



That the purposes for which it is formed, are as follows: 
namely : To purchase, acquire, construct, lease, hire, rent, 
own, control, operate and maintain street railroads in, along 
and upon the streets, avenues, alleys, highways, roads and 

lands within the corporate limits of the City of , 

in the State of and the County of 

in the State of and to let, demise and 

lease the same to persons or corporations. 

The kind of railroads to be purchased, acquired, con- 
structed, leased, hired, rented, owned, operated and maintained 
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by said corporation are double and single track street 
railroads, with all necessary switches, side tracks, turn-outs, 
turn-tables, and terminal accommodations; and said railroads 
are to be operated by animals, or by wire cables and sta- 
tionary engines, or by locomotive engines, or by electricity, 
or by all or any and every such means, or by such other means 
as science or discovery or invention may provide and the law 
sanction. 

The place from and to which said railroad and branches 

are to run are within the City of , in the 

State of and the County of , 

in the State of 



Form 12. — ^To Purchase, Take Over and Operate Prop- 
erties of Electric, Gas and Railway Com- 
panies, etc. 



That the purposes for which it is formed are quasi public, 
to wit: To acquire by purchase, or otherwise, all of the prop- 
erty, rights, privileges and franchises, of every kind and na- 
ture whatsoever, of the Excelsior Electric Power, Gas and 
Railway Company, a corporation organized and existing under 

the laws of the State of , and of the Windom 

Electric Power and Light Company, a corporation organized 

and existing under the laws of the State of ; 

and thereafter to own all of said property, rights, privileges 
and franchises, and to use and enjoy the same according to the 
nature thereof, respectively: 

To construct canals on the banks of the Swift River, near 

the City of Excelsior, in County, to be used 

for water power, manufacturing, mechanical, irrigation, mining 
and domestic purposes, and all such other beneficial uses and 
purposes, as the said canals may be useful for, at any point iri 

County, or elsewhere, in the State of 

to which the water of said canals may be taken or 'conducted, 
and, to aid and further said purposes, to acquire by purchase 
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or otherwise, all lands, waters, water rights and franchises, and 
all the dams and canals and other works and improvements, and 
all contracts for labor, as well as all other properties, or things 
in action, which may be of use or benefit in carrying out the 
afore^mentioned purposes; 

To acquire, hold, manage and operate canals, reservoirs, 
dams, ditches, flumes, aqueducts, pipes, water and water rights, 
electric lines, machinery, factories and other property for the 
purpose of generating and transmitting electricity, electric en- 
ergy and electric light, heat, power and other uses; 

To acquire, hold, manage and operate buildings, tanks, 
machinery, pipes and pipe lines, and any and all other appli- 
ances, for manufacturing, producing and distributing gas, and 
any and all other illuminant products, for light, heat, power, 
and any and all other beneficial uses and purposes to which 
they may be applied; 

To supply such power to mines, quarries, railroads, street 
railroads, tramways, mills and factories; to supply such light, 
heat, gas and illuminant products, to mines, quarries, mills, 
factories, incorporat«d cities, cities and counties, villages and 
towns, and to the inhabitants thereof, or to any other useful 
purpose; 

To acquire, maintain and operate street railroads in the 

City of Excelsior, County of over, along 

and upon certain streets in said City, as set out in ordinances 
adopted by the Board of Trustees of said City; and also to ac- 
quire, maintain and operate other street railroads in said City 
of Excelsior and elsewhere, for which franchises may be ob- 
tained by this corporation, either by direct grant or by pur- 
chase or otherwise; 

To acquire by purchase, or otherwise, from any person, 
firm or corporation, property, rights, privileges and franchises 
that may be deemed of value to this corporation in carrying ffut 
or in connection with, any or all of the objects for which this 
corporation is formed, as hereinbefore set forth; 

To acquire and own any and all real estate that may be 
necessary or useful in carrying out the objects for which this 
corporation is formed, as hereinbefore set forth; 
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To incur indebtedness in such amount as may be deemed 
necessary or proper; to evidence such indebtedness by the 
bonds or oth«r written obligations of this corporation; and to 
secure the payment of such indebtedness by mortgage, deed or 
trust, or other form of incumbrance of and upon all or any part 
of the property, rights, privileges and franchises of this cor- 
poration, whether acquired at the time of making such incum- 
brance, or thereafter to be acquired; 

To sell or lease any of the property that may be acquired 
by the corporation, and to lease similar property from others; 
to make trade or traffic arrangements with other persons, firms 
or corporations for any purpose that may be desirable or 
profitable to this corporation; 

To buy and sell shares of stock of any corporation engaged 
in business similar to that of this corporation, and to buy and 
sell the mortgage bonds of any such corporation engaged in 
similar business. 



Form 13. — Purpose of a Co-operative Merchants' As- 
sociation. 



Second: — That the objects for which said corporation is 
formed are: 

To consider and secure such legislation as will be of bene- 
fit to the community. 

To urge and assist the proper authorities in the enforce- 
ment of all just laws and regulations governing municipalities 
without fear or favor. To advocate the repavement of streets, 
new sewers, schoolhouses, parks and children's playgrounds, 
and the adoption of such other measures as will add to the 
comfort of residents and the beautification and attractiveness 

of the City of To originate and secure the 

adoption of such measures as will attract visitors to this City 
and State, and add to their safety and convenience. To encour- 
age the development of the resources of the City and State, and 
to induce and co-operate in the location of new mercantile and 
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manufacturing enterprises. To give reliable information to 
the members as to the financial standing and reliability of pa- 
trons applying for credit. To assist employers in securing 
reliable employes, and to protect members against frauds of 
every description. To secure for members the lowest adver- 
tising rates, and to advise them as to the circulation and relia- 
bility of newspapers and advertising propositions. To aid 
members and the mercantile interests of the City in general in 
the promotion of trade and recommending such regulations as 
may be deemed expedient in furthering their several interests. 
To furnish members with legal advice on matters pertaining to 
their business interests. 



Form 14. — Purposes of a Sporting or Gun Club. 



Second: — That the purposes and objects for which said 
corporation is formed are to promote and encourage all kinds 
of field and athletic sports; to promote and encourage the 
sport, pleasure, exercise and recreation of its members; to pro- 
mote and encourage the proper and reasonable protection of all 
kinds' of wild game and fish; to arrange, promote and conduct 
shooting contests; to acquire and maintain game preserves for 
the use, benefit and enjoyment of its members; to secure by 
lease, purchase or otherwise the right and privilege to hunt, 
shoot and fish on such game preserves; to hold, purchase and 
acquire, buy and sell, lease, mortgage and hypothecate real and 
personal property; to erect buildings or other structures neces- 
sary and proper for the carrying out of the purposes before 
mentioned; to borrow and loan money and to do any and all 
other things whatsoever which may be requisite, necessary and 
proper in and about the carrying out of the purposes and ob- 
jects for which this corporation is formed. 



For the most comprehensive purposes imaginable, 
including almost every line of business for profit, and 
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sanctioned by the liberal provisions of New Jersey law, 
see Form 22. 

The purposes of non-profitable corporations are 
governed by the same laws as those of corporations 
organized for profit. For articles of benevolent and co- 
operative corporations, see Forms 2 and 3. 

Form 15. — Mutual Aid, Etc. 



That the purposes for which it is formed are mutual, benev- 
olent purposes and providing for funeral expenses and for sick 
benefits of the members of the Corporation and association and 
for those members in distress financially. 



Form 16. — Sociability, Benevolent Aid, Etc. 



That the purposes for which it is formed are to promote 
sociability and friendship amongst its members, to manage and 
conduct entertainments, excursions and social meetings of its 
members, and for such purposes to hold, lease or purchase real 
property; and to enter into all contracts necessary in conduct- 
ing its affairs, and to render such benevolent aid and comfort 
to its members as may be provided by its by-laws; also to re- 
ceive, hold and divide amongst its members the cemetery or 
burying lots of said Society. 



Form 17. — ^Promotion of Principles of Political Party. 



■ That the purpose for which said Corporation is framed is 
to promulgate the principles and promote the welfare and suc- 
cess of the political party known as the party 

in the State of 
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(b) To organize and institute branches of said organization 
and grant charters and dispensations of the same. 

(c) To purchase, hold, lease and hire real estate and per- 
sonal property and to sell and dispose of the same; to build, 
erect, maintain, lease and hire halls, buildings and places for 
meetings and generally to do such other things as may be con- 
ducive to the purposes aforesaid. 



§ i6. Parts of Articles Separately Considered. — III. 
The Place Where Its Principal Business Is to Be 
Transacted. 

It is a practically uniform requirement of general 
laws, and sometimes a constitutional requirement, that 
every corporation shall maintain a principal office, or 
place of business, within the State of its creation. It 
is often provided that, haying such principal office, the 
corporation may establish and maintain places of busi- 
ness outside the State. There are, however, no legal or 
other obstacles to this being done in the absence of such 
provisions. It is the usual practice of corporations 
doing interstate and international business. 

§ 17. Parts of Articles Separately Considered. — IV. 
The Term for Which It Is to Exist. 

In the cases of special charters granted without lim- 
itation as to duration of the corporations created 
thereby, the duration of existence is perpetual.' 
The same rule would probably be held to apply to cor- 
porations created under general laws if the latter were 
silent on the subject of a term of existence. But such 
acts, as a rule, fix the maximum term, some at twenty, 
others at fifty, and still others at ninety-nine years. In 
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a few of the States, one of which is New Jersey, a cor- 
poration may claim in its articles, and enjoy, perpetual 
existence. The same is true of New York. 

§ 18. Parts of Articles Separately Considered. — V. 
The Number of Its Directors, or Trustees, and 
the Names and Residences of Those Appointed 
for the First Year. 

The number of the directors is usually fixed in the 
articles, though this rule is not universal. In New 
Jersey the number is fixed in the by-laws. General 
incorporation laws usually fix the maximum, as 
well as the minimum number of directors which 
may be provided for. Such is not the rule in 
New York and New Jersey, however. In New 
York the minimum is three, there being no maximum. 
In New Jersey, where as was just stated, the number 
may be fixed in the by-laws, the number may not be 
less than three. There is no maximum. Further as to 
directors, see Chapter 12. 

§ 19. Parts of Articles Separately Considered. — VI. 
If There Be a Capital Stock, the Amount Sub- 
scribed and by Whom. 

A statement of the amount of the capital stock, if 
the corporation is to do business for profit, is an indis- 
pensable part of the articles, as is also a statement of 
the number of shares i»to which it is to be divided. The 
capital stock is a substitute for,individual liability, and 
a failure to provide for it, while not resulting in the 
creation of a corporation, might cause the abortive 
attempt to create one to result in a co-partnership. 
Further as to capital stock, see Chapter 7. 
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§ 20. Statutory Requirements As to Contents of Arti- 
cles Further Considered. 

Where statutes attempt to prescribe the essentials 
of the articles, the duty to comply with the statutory 
mandate cannot be evaded. A substantial compliance, 
however, will be sufficient. An entire omission of any 
of them will be fatal to the existence of the corporation, 
when attacked by a proper proceeding. Such statutes 
sometimes set forth the essential parts in numbered 
clauses. A different order than that prescribed would 
not affect the validity of the articles, though it would 
be always best to follow the statutory order. 

The usual order, however, is as follows: (i) The 
name of the incorporation ; (2) The purpose for which 
it is formed ; (3) The place where its principal business 
is to be transacted; (4) The term for which it is to 
exist; (5) The number of its directors or trustees which 

shall not be less than .... nor more than , and the 

names and residences of those who are appointed for 
the first year; (6) The amount of its capital stock, 
and the number of shares into which it is divided; (7) 
If there is a capital stock the amount actually sub- 
scribed, and by whom. In addition to these, other 
statements are often required to be contained in articles 
incorporating certain classes of corporations. These 
generally relate to the advance payment of a certain 
percentage of the capital stock, etc. 

In a few states, the designation of the directors for 
the first year is not required; otherwise there is but 
little variation from the above order and requirement 
in states having general incorporation laws. 

Considerable skill and knowledge is required in the 
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preparation of articles ; and one not well informed in 
corporation law should not assume the responsiblity 
of preparing them if the corporate enterprise is of any 
value. The draftsman should be able to determine to 
a certainty the class into which the proposed corpora- 
tion falls, under the provisions of the general law. Still 
more important is the selection of apt words with 
which to set forth the objects to be accomplished, and 
pointing out the manner of accomplishing them. 

Mere irregularities in the proceedings to form a 
corporation are not allowed to invalidate the stibse- 
quent exercise of powers as a corporation by the body 
thus formed ; or as the 'courts express it, "The corpor- 
ate existence cannot be questioned collaterally if the 
statutes authorizing the corporate formation have been 
substantially complied with, although some of the acts 
required to be performed may have been imperfectly 
performed, or omitted altogether." * 

§ 21. Peculiarities of Certain States. 

The procedure to organize corporations in Illinois 
and a few other States are somewhat peculiar, and 
therefore require special mention. 

In Illinois, organizers, not less than three nor more 
than seven, are required to state the name, object, capi- 
tal, number of shares, location of principal office of the 
corporation, duration (not to be over ninety-nine 
years), and to sign and acknowledge the same, sending 
it to the Secretary of State. That officer issues a license 
to the commissioners to open a subscription. No pro- 
vision is made by statute as to the amount of cash 
capital to begin a business; but when the required 
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amount of capital stock is subscribed a meeting of the 
subscribers is called upon ten days' notice for the pur- 
pose of organizing. The commissioners are required to 
file with the Secretary of State a sworn report of the 
proceedings at such meeting, in so far as it relates to 
the election of directors. That officer thereupon issues 
a certificate which must be recorded in the county 
where the corporation is to have its principal office. A 
certificate of election of directors must accompany the 
sworn report. These instruments may be in the follow- 
ing forms : 

Form i8. — Certificate of Electing Directors of the New 
Era Printing Company (Illinois.) 



(Adapted from "Am. Corp. Leg. Manual" for 1904.) 

I, J. F. Weston, Secretary of the New Era Printing Com- 
pany, a body corporate existing under and by virtue of the 
laws of the State of Illinois, and located at Chicago, in the 
County of Cook in said State, do hereby certify that at a reg- 
ular meeting of said corporation, held at its rooms, 400 and 
401 Necleus Building, in the said City, County and State on the 
1st day of March, 1904, the following named persons were by 
the said corporation duly elected directors thereof for the term 
as herein stated. 

E. P. Jones for the term of one year; 

M. L. Bennett for the term of two years; 

James Willard for the term of three years; 
and until their successors are elected. 

Witness my hand and the seal of said corporation this 
March 10th, 1904. 

(Corporate Seal.) J. F. WESTON, 

Secretary. 
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Form 19. — Petition for Incorporation (Illinois.) 



State of Illinois, 
County of Cook. 

To Hon. J. Smith, Secretary of the State: 

The undersigned, E. P. Jones, M. L,. Bennett and James 
Willard propose to form a corporation under the laws of the 
State of Illinois, and for the purpose of such organization, we 
hereby state as follows, to wit: 

1. The name of such proposed corporation is New Era 
Printing Company. 

2. The object for which it is to be formed is to do a gen- 
eral printing and publishing business, and all things incidental 
and necessary thereto. 

3. The Capital Stock shall be One Hundred Thousand 
Dollars. 

4. The amount of each share is one hundred dollars. 

5. The number of shares shall be one thousand. 

6. The location of the principal ofKce is to be in the City 
of Chicago, in the County of Cook, State of Illinois. 

7. The duration of the corporation shall be ninety-nine 
years. 

E. P. JONES, 
M. 1. BENNETT, 
JAMES WILLARD. 
State of Illinois, 
County of Cook. 

I, J. Brown, County Qerk of the County of Cook, State 
of Ilinois, hereby certify that E. P. Jones, M. L. Bennett and 
James Willard, personally known to me to be the same per- 
sons whose names are subscribed to the foregoing statement, 
appeared before me this day in person, and severally acknowl- 
edged that they and each of them severally signed, sealed and 
delivered the same statement as the free and voluntary act of 
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each of them respectively, for the uses and purposes therein set 
forth. 

Witness my hand and official seal this the 15th day of 
March, 1904. 

(Seal.) J. BROWN, 

County Clerk. 

(Adapted from American Legal Manual for 1904.) 



The instrument by which a corporation is created 
under New York laws is called the "Certificate of In- 
corporation." It differs in no material respect from 
articles of incorporation filed in other States, unless the 
incorporators desire to insert special features, for in- 
stance, a provision for the issuance of preferred stock. 
The certificate may also contain any other provisions 
limiting or enlarging the powers of the board of direct- 
ors and officers, or regulating the business and manage- 
ment of the corporation. Incoporators may claim in 
the certificate, and the corporation may enjoy, either a 
limited or perpetual existence. The following forms 
vill be found easily adaptable : 

Form 20. — Articles of Incorporation of the Unity Com- 
mercial Trading Company. 



We, the undersigned, desiring to form a Stock Corpora- 
tion, pursuant to the provisions of the Business Corporations 
Law, of the State of New York, all being of full age, two-thirds 
being citizens of the United States, and at least one of us a 
resident of the State of New York, do hereby certify as follows: 

First: — ^The name of the proposed corporation is "Unity 
Commercial Company." 

Second: — The purpose for which it is proposed to be 
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formed are (Here specify the purposes. Business corporations 
in New York may be formed "for any lawful business purpose 
or purposes other than a monied corporation or a corporation 
provided for by the banking, the insurance, the railroad and the 
transportation corporation laws.'' Laws, 1892, Ch. 691, and 
Laws, 1895, Ch. 671; Laws 1896, Ch. 360 and 460.) 

Third: — ^The amount and description of the capital stock is 
to be one hundred thousand dollars ($100,000). (The certificate 
may provide for preferred stock, the manner and extent of 
preference to be here specified as well as the amounts respect- 
ively of the preferred and common stock. See S. C. L., Sec. 47.) 

Fourth: — ^The number of shares of which the capital stock 
shall consist is one thousand (1,000) shares, of the par value 
of one hundred dollars ($100) ; and the amount of capital with 
which said corporation will begin business is fifty thousand 
dollars ($50,000). 

Fifth: — The location of its principal business office is to 
be in the City of New York, in the County of New York and 
State of New York. 

Sixth: — Its duration is to be unlimited in duration (or the 
number of years may be stated if it is desired to limit the 
period). 

Seventh: — The number of its directors is to be five. 

Eighth: — The names and postoffice addresses of the direc- 
tors for the first year are as follows: 

Names. Postoffice Addresses. 

E. P. Jones Georgetown, D. C. 

M. L. Bennett Newark, N. J. 

Asa Roberts London, Eng. 

James Willard Brooklyn, N. Y. 

A. J. Knox San Francisco, Cal. 

Ninth: — ^The names and postoffice addresses of the sub- 
scribers of this certificate and the number of shares of stock 
which each agrees to take in said corporation are as follows; 
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Names. P. O. Addresses. No. of Shares. 
E. P. Jones Georgetown, D. C 20 

M. L. Bennett Newark, N. J. 50 

Asa . Roberts London, Eng., 400 

James Willard Brooklyn, N. Y. 15 

A. J. Knox San Francisco, CaL 16 

Tenth: — (Here may be inserted any limitations upon the 
powers of the Board of Directors and officers and provisions 
regulating the management of business.) 

In witness whereof we have made, signed, acknowledged 
and filed this certificate in duplicate, this May 1st, 1904. 

(SIGNATURES.) 

(Acknowledgement.) 

(The above form found substantially in "Am. Corp. Leg 
Manual" for 1903.) 



Form 21. — Another Authorized by New York Statutes. 



State of New York, ^ 
City of New York, ( ss. 
County of New York, j 

We, ORLANDO J. SMITH, of the CITY OF BROOK- 
LYN, PAUL WILCOX and MARGARET H. WILCOX of 
the City of New York, do by these presents, pursuant to and 
in conformity with the Act of the Legislature of the State of 
New York, passed on the seventeenth day of February, one 
thousand eight hundred and forty-eight, entitled "An Act to 
authorize the formation of Corporations for Manufacturing, 
Mining, Mechanical or Chemical purposes," and the several 
acts of the said Legislature amendatory thereof, associate 
ourselves together, and form a Company under the name and 
style of AMERICAN PRESS ASSOCIATION and the fol- 
lowing are hereby declared to be 

The corporate name of the said Company. 
; The objects for which the Company is formed. 
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The amount of the Capital Stock of the said Company. 

The number of shares of which the said Capital Stock of 
the Company shall consist. 

The term of existence of the Company. 

The number of Trustees and their names. 

The names of those who shall manage the concern of the 
said Company for the first year. 

The names of the Town and County in which the opera- 
tions of the said Company are to be carried on. 

1. The corporate name of the said Company is hereby de- 
clared to be AMERICAN PRESS ASSOCIATION. 

2. The objects for which the Company is formed are as 
follows: Receiving, obtaining, collecting and accumulating 
items and matters of news, and selling, vending, furnishing and 
supplying the same, in sterotype and electrotype plates manu- 
factured by said AMERICAN PRESS ASSOCIATION for 
supplying such news. 

3. The Capital Stock of the said Company shall be One 
Thousand Dollars, which shall be divided into Ten Shares of 
One Hundred Dollars each. 

4. The said Company shall commence on the first day of 
February in the year one thousand eight hundred and eighty 
six and shall continue in existence for the term of fifty years. 

5. The number of Trustees shall be Three. 

Their names are: Orlando J. Smith, Paul Wilcox and 
Margaret Wilcox. 

The names of those who shall manage the concerns of the 
said Company for the first year, are: 

ORLANDO J. SMITH, PAUL WILCOX and MAR- 
GARET WILCOX. 

6. The name of the Town and County in which the oper 
ations of the said Company are to be carried on: 

New York City, in the State of New York; Chicago, ip 
the State of Illinois; Cincinnati, in the State of Ohio; Boston, 
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in the State of Massachusetts, and such other cities as may 
hereafter be decided upon. 

Witness our hands and seals, this 28th day of January, 1886. 
PAUL WILCOX, (Seal.) 

MARGARET H. WILCOX, (Seal.) 
ORLANDO J. SMITH, (Seal). 

State of New York, 
City of New York, ss. 

County of New York. 

On the 3Sth day of January, in the year one thousand eight 
hundred and eighty-six, before me personally came ORLAN- 
DO J. SMITH, PAUL WILCOX and MARGARET WIL- 
COX, to me known, and known to me to be the individuals 
described in, and who executed the foregoing instrument, and 
they each and severally acknowledged that they executed the 
same. 

(SEAL.) FRANK W. ELY, 

Commr. of Deeds, 
N. Y. City & Co. 



New Jersey has more liberal laws for the formation 
of corporations than any other State in the Union. It 
would be difficult to specify any legitimate and moral 
mundane power that a corporation may not claim in 
its articles and exercise under the laws of that State. 
Nor is there any limit to the period of corporate exist- 
ence, if claimed in the articles. It is not therfore 
strange that many incorporators have taken advantage 
of the provisions of New Jersey statutes. The form of 
the articles is somewhat peculiar. The following exem- 
plar is taken from "The American Corporation Legal 
Manual for 1903," except the data: 
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Fonn 22. — Certificate of Incorporation of the Century 
Industrial and Commercial Company. 



This is to certify that we, E. P. Jones, M, h. Bennett, Asa 
Roberts, James Willard and A. J. Knox, do hereby associate 
ourselves into a corporation, undter and by virtue of the pro- 
visions of an Act of the Legislature of the State of New Jersey, 
entitled, "An Act concerning corporations (Revision of 1896)." 
and the several supplements thereto, and acts amendatory 
thereof, and do severally agree to take the number of shares of 
capital stock set opposite our respective names. 

First: — The name of the corporation is Century Industrial 
and Commercial Company. 

Second: — The location of the principal office in this State 

is at No street, in the City of 

in the County of The name 

of the agent therein and in charge thereof, upon whom pro- 
cess against this corporation may be served, is Johii Doe. 

Third: — ^The objects for which this corporation is formed 
are as follows: 

1. To develop and improve coal, iron, copper, gold, silver, 
oil and all other kinds of mining lands and claims, and to pur- 
chase, own, hold, lease, sell and convey the same. 

3. To manufacture, buy, sell and deal in and with all kinds 
of metals, as well as the products of which they, or any of 
them, is a constitutent; also, to manufacture, prepare for mar- 
ket, transport, import, export, deal in, and with any article or 
product, or article, in the manufacture, or composition of 
which metal of any kind or character is an adjunct or factor, 
hereby intending to acquire by purchase or manufacture, or 
otherwise, all supplies and materials and articles necessary or 
convenient for use in connection with and in accomplishing 
the objects above mentioned, and every part thereof. 

3. To build, repair, maintain, acquire by purchase or oth- 
erwise, and operate gas or electric works, tunnels, bridges, 
viaducts, canals, wharves, piers and machines and mechanical 
contrivances of all kinds and descriptions, and, in other States, 
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territories, districts, colonies and countries than the State of 
New Jersey, to construct, purchase, maintain, operate, sell, dis- 
pose of, and lease all kinds of railroads, and parts of railroads, 
as well as any other works of internal improvement or public 
utility. 

And, in furtherance but not in limitation of the powers con- 
ferred by the aforesaid acts and laws of the State of New Jer- 
sey, or of the objects hereinabove stated, it is hereby expressly 
provided that said corporation shall also have and exercise the 
following powers, that is to say: 

(a) To do any and all the things herein specified as ob- 
jects, purposes and powers, to the same extent, and with like 
force and effect, as a natural person might, or could do the 
same, and so do them in any part of the world as principal, 
agent, contractor, trustee or otherwise. 

(b) To conduct said businesses above specified in all its 
branches and ramifications, and have and maintain one or 
more ofifices for the transaction of its business, and hold with- 
out limit, purchase and convey, real and personal property, 
both within and without the said State of New Jersey, that is 
is to say, in the State of New Jersey and in all other States, 
Territories and colonies of the United States, and in all foreign 
countries and places. 

(c) To manufacture, purchase, or otherwise acquire, own, 
sell, assign, or otherwise transfer and convey, trade, deal in 
and with, goods, wares, merchandise and property of every 
class, variety and description, whether produced by said cor- 
poration or other corporations or persons. 

(d) To purchase for the purpose of holding, occupying 
and using the same, or to be leased or sold for profit, or given 
away, or donated, and to otherwise acquire, hold, own, main- 
tain, work, improve, mine, develop, sell, convey, or otherwise 
dispose of without limit as to value, price, quality, area, or en- 
vironment, both within and without the State of New Jersey, 
and within or without any city, town, village, hamlet, and in any 
part of the world, real estate and real property, and any and 
all interests and rights therein. 

(c) To acquire by purchase or otherwise, the good will, 
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trade marks, trade names, and all other rights and interests in 
or pertaining to any business whatever, and to conduct, control 
and manage the same, and to assume, entirely or in part, the 
payment of the debts and liabilities of any person, firm, asso- 
ciation, or corporation, and to pay for the properties, assets 
and rights of any such person, firm, association, or corpora- 
tion in cash, stock of this corporation, or with its bonds, or 
with the stocks or bonds of other corporations, persons, firms, 
or associations, or with other property, or otherwise. 

(f) To discover and make inventions and institute and 
carry through to final decision proceedings for letters patent 
on inventions of said corporation or of others; to apply for, 
obtain, register, purchase, lease, or otherwise acquire and hold, 
own, use, operate, introduce and sell, assign, or otherwise dis- 
pose of, any and all trade marks, trade names, licenses and con- 
cessions, and all inventions, improvements and processes used 
in connecticMi with, or secured under Letters Patent of the 
United States or elsewhere, or otherwise, and to use, exercise, 
develop, grant licenses in respect of, or otherwise turn to ac- 
count, any such trademarks, patents, licenses, concessions, 
processes and the like, or any such property, rights and in- 
formation so acquired, and with a view to the working and 
development of the same, to carry on any business, whether 
mining, manufacturing, or otherwise, which said corporation 
may think calculated, directly or indirectly, to eflfectuate and 
accomplish these purposes. 

(g) To hold, purchase, or otherwise acquire, to sell, as- 
sign, transfer, mortgage, pledge, or otherwise dispose of, 
shares of the capital stock, bonds, or other evidences of indebt- 
edness created by any other corporation, or corporations, and 
while the holder of such stock, to exercise all the rights and 
privileges of ownership, including the right to vote thereon to 
the same extent as a natural person might or could do. 

(h) To purchase, lease, exchange, hire, or otherwise ac- 
quire, any and all rights, privileges, pursuits, or franchises 
suitable or convenient for any of the purposes of the business 
hereinbefore or hereinafter mentioned or specified; to erect or 
construct, make, improve, or aid or subscribe towards the con- 
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struction, making and improvement of mills, factories, store- 
houses, buildings, roads, docks, piers, wharves, houses for 
employes and others, and works of all kinds and descriptions; 
and in connection with and in furtherance of the general busi- 
ness, objects and purposes of said corporation, as herein de- 
scribed, to construct, lease, own, operate, or sell a railroad or 
railroads, or both, in any State or country other than the State 
of New Jersey, subject to the laws of such other State or coun- 
try, either directly or through the ownership of stock of a cor- 
poration formed or to be formed for the purpose, under the 
laws of such other State or country. 

(i) To guarantee the payment of the principal or the 
dividends or interest on any shares, stocks, debentures, or 
other securities issued by, or any other contract or obligation 
of, any corporation, whenever proper or necessary for this 
business, this corporation, or any part thereof, as herein men- 
tioned and specified in the opinion of its Board of Directors, 
or the Executive Committee thereof. 

(j) To make, enter into and execute contracts of every 
kind and character, sealed and unsealed, with individuals, firms, 
associations and corporations, private, public and municipal, and 
bodies politic, and with the government of the United States, 
and of any State or Territory, or colony or district thereof, and 
with any foreign country. 

(k) To do each and every thing necessary, suitable, or 
proper for the accomplishment of any of the purposes, or the 
attainment of any one or more of the objects herein enumer- 
ated, or which shall at any time appear conducive or expedient 
for the protection or benefit of this corporation, either as hold- 
ers of or interested in any property, and in general to carry on 
any manufacturing, mercantile, mining, transportation, or other 
business, it being the intention that the objects, purposes and 
powers specified, and the clauses contained in this third para- 
graph of this instrument shall, except where otherwise ex- 
pressed therein, be in no wise limited or restricted by refer- 
ence to or inference from the terms of any other clause of this 
or any other paragraph in this instrument, but that the objecis, 
purposes and powers specified in each of the clauses of this 
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third paragraph shall be regarded as independent objects, pur- 
poses and powers. 

Fourth: — The total authorized capital stock of this cor- 
poration is thirty million dollars ($30,000,000), divided into 
three hundred thousand (300,000) shares of a par value of one 
hundred dollars ($100) each. Of such total authorized capital 
stock one hundred thousand (100,000) shares, amounting to 
ten million dollars ($10,000,000), shall be preferred stock, and 
two hundred thousand (200,000) shares, amounting to twenty 
million dollars ($20,000,000), shall be common stock. 

From time to time, the preferred stock and common stock 
shall be issued in such amounts and proportion as shall be de- 
termined by the Board of Directors and as may be permitted 
by law. 

The PREFERRED STOCK shall be entitled, out of any 
and all surplus net profits, whenever declared by the Board of 
Directors, to non-cumulative dividends at the rate of, but not 
exceeding, seven per cent per annum for the fiscal year begin- 
ning on the first day of July,1905, and for each and every fiscal 
year thereafter, payable in preference and priority to any pay- 
ment of any dividend on the common stock for such fiscal 
year. In addition thereto, in the event of the dissolution of 
this corporation, the holders of the preferred stock shall be en- 
tilled to receive the par value of their preferred shares out of 
the surplus funds of the corporation, before anything shall be 
paid therefrom to the holders of the common stock. 

The COMMON STOCK shall be subject to the prior 
rights of the holders of the preferred stock as herein declared. 
If, after providing for the payment of full dividends for any 
fiscal year on the preferred stock, there shall remain any sur- 
plus net profits of such year, any and all such surplus net 
profits of such year, and of any other fiscal year for which full 
dividends shall have been paid on the preferred stock, shall be 
applicable to dividends upon the common stock, when and as, 
from time to time, the same shall be declared by the board of 
directors ; and out of any such surplus net profits, after the 
close of any fiscal year, the Board of Directors may pay divi- 
dends upon the common stock of this corporation for such fis- 
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cal year, but not until after the dividends upon the preferred 
stock for such fiscal year shall have been actually paid or pro- 
vided and set apart. 

Fifth: — The names and postofEce addresses of the incor- 
porators, and the number of shares subscribed for by each, 
the aggregate of which ($900,000) is the amount of capital stock 
with which this corporation will commence business, are as 
follows : 

Names P. O. Addresses. No. of Shares. 

E. P. Jones Newark, N. J. 3,000 (preferred) 

M. L. Bennett Georgetown, D. C. 1,500 (common) 

Asa Roberts London, Eng. 1,500 (common) 

James Willard Camden, N. J. 1,500 (common) 

Sixth: — The period of existence of this corporation is un- 
limited. 

Seventh: — This corporation may use and apply its surplus 
earnings or accumulated profits, authorized by law to be re- 
served, to the purchase or acquisition of property, instead of 
distributing them as dividends. 

This corporation, in its by-laws, may prescribe the num- 
ber necessary to constitute a quorum of the Board of Directors, 
which number may be less than a majority of the whole num- 
ber. The number of directors may be increased at any time by 
vote of a majority of the Board of Directors upon written con- 
sent of holders of two-thirds of the preferred stock and like 
consent of the holders of two-thirds of the common stock. 
The Board of Directors shall have power, without the assent 
of the stockholders, to make, alter, amend and rescind the 
by-laws, to fix the amount to be reserved as working capital, 
to authorize, and to cause to be executed mortgages upon the 
property of this corporation, or any part thereof, and to make 
any and all contracts which are within the powers of this cor- 
poration. 

In witness whereof we have hereunto set. our hands and 
seals the first day of May, 1904. 

(SIGNATURES AND SEALS.) 

(Acknowledgements.) 
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In several States, the articles, as filed, are required 
to show prior organization of the corporation, even 
where formed for profit. For the purposes of such 
showing, a certificate, duly verified, must be appended 
to the articles, showing the proceedings taken to organ- 
ize, much as in the case of benevolent and other non- 
profitable corporations in other States. The following 
form is usual in Arkansas, and may be accepted as an 
exemplar for other States making the same exaction: 



Form 23. — ^Articles of Agreement and Incorporation of 
the New Era Printing Co. 



Know all men by these presents, that the corporators 
hereinafter named have this day and by these presents formed 
an incorporation under and in pursuance of the laws of the 
State of Arkansas, in that behalf provided for "Incorporations 
for manufacturing and other lawful business,'' and in evidence 
thereof do hereby execute the following articles of incorpora- 
tion: 

First, the name of said corporation shall be New Era 
Printing Company. 

Second, the incorporators are E. P. Jones, M. L. Bennett, 
Asa RobertSj James Willard and A. J. Knox. 

Third, the place of business is to be located at the City 
of little Rock, in said State, and its ofifice for the transaction 
of business shall be in said city, or at such other place as the 
Board of Directors may select. 

Fourth, the general nature of the business proposed to be 
transacted by said corporation is a general printing and pub- 
lishing business. 

Fifth, the amount of capital stock of said corporation shall 
be one hundred thousand dollars ($100,000), of which fifty thou- 
sand dollars ($50,000) has been subscribed by the incorpor- 
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alors aforesaid, and the residue thereof may be issued and dis 
posed of as the Board of Directors may from time to time or- 
der and direct. 

Sixth, the said capital stock shall be divided into one 
thousand (1,000) shares of the face value of one hundred dol- 
lars ($100) each. 

Seventh, the affairs and business of said corporation shall 
be conducted and controlled by a Board of Directors, consist- 
ing of five (5) members, all of whom shall be stockholders. 
Said Board of Directors shall elect one of its members as pres- 
ident and one of its members as vice-president, and shall also 
elect a secretary and treasurer. 

Eighth, the first election for directors shall be held imme- 
diately after the organization of the corporation, and said 
directors shall serve for one year, and until their successors 
are elected. 

Ninth, the Board of Directors are empowered to ordain 
and establish all by-laws and regulations necessary to the 
management and business of said corporatons, and alter and 
repeal the same at pleasure. 

Tenth, the first meeting of the said incorporators for or- 
ganization shall be held in the City of Little Rock, and at the 
office of E. P. Jones, 101 Main street, at ten o'clock a. m., on 
the 2d day of February, 1904. The subscribers hereto hereby 
waive notice of said meeting. 

In testimony whereof we have hereunto set our 
hands on ths, the 25th day of January, 1904. 
(Signature and Acknowledgement.) 

CERTIFICATE OF INCORPORATION AND ORGAN- 
IZATION. 

Whereas, E. P. Jones, M. L. Bennett, Asa Roberts, James 
Willard and A. J. Knox have associated themselves together 
as a body politic and corporate, to be known as the New Era 
Printing Company; and whereas, the said incorporators, being 
the subscribers to the capital stock of the said corporation, 
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have waived the fifteen days' notice as required by law and 
called a meeting for organization, to be held on the 2d day of 
February, 1904, at ten o'clock a. m., at the office of E. P. 
Jones, 101 Main street, in the City of Little Rock, State of 
Arkansas; and whereas, at the time and place above mentioned, 
a meeting of the aforesaid subscribers was held to organize 
said corporation and elect five (5) directors; and whereas, at 
said meeting the followers subscribers for capital stock of said 
corporation were elected, to wit: E. P. Jones, M. L. Bennett, 
Asa Roberts, James Willard, and A. J. Knox; and whereas, at 
a meeting of said Board of Directors, James Willard was 
elected president, and Asa Roberts was elected vice-president, 
and J. F. Weston was elected secretary, and A. J. Knox was 
elected treasurer: 

Now, therefore, the said James Willard, president, and the 
said Jones, Bennett, Roberts, Willard and Knox as directors, 
do, in pursuance of the law, issue this, their certificate, veri- 
fied by their oaths, and do certify as follows: First, that said 
corporation is formed for the purpose of doing a general print- 
ing and publishing business; second, that its capita! stock is 
one hundred thousand dollars ($100,000), divided into one thou- 
sand shares of one hundred dollars ($100) each; third, that 
fifty thousand dollars ($50,000) of said capital stock have been 
actually paid in by the subscribers hereto;" fourth, that the 
names of the stockholders and the number of shares owned by 
them respectively is as follows: 

Names. No. of Shaires. 

E. P. Jones 20 

M. L. Bennett 50 

Asa Roberts 400 

James Willard 15 

A. J. Knox 15 

In witness whereof the said James Willard, president of the 
said corporation, and a majority of the Board of Di- 
rectors of said corporation, have hereunto set their 
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hands on this, the 10th day of February, 1904. 

JAMES WILLARD, 

President. 
E. P. JONES, 
M. L. BENNETT, 
ASA ROBERTS, 
JAMES WIELARD, 
A. J. KNOX, 

Directors. 
(Verification, Official Jurat and Seal.) 

(Adapted from form found in "Am. Corp. Leg. Manual" 
for 1903.) 



In a few of the States the articles are required to 
make divers specifications as to when the corporate ex- 
istence is to begin and terminate, the maximum of cor- 
porate indebtedness that may be contracted, the man- 
ner of cbnducting the business, the power of the direct- 
ors to appoint agents, etc. The exemplar of such States 
which follows is from Nebraska : 



Form 24. — Articles of Incorporation of the New Era 
Printing Company. 



Be it known that we, the undersigned, E. P. Jones, M. L. 
Bennett, Asa Roberts, James Willard and A. J. Knox, do here- 
by, in pursuance of the statutes of the State of Nebraska, in 
such cases made and provided, associate ourselves in business 
as a body corporate, in the manner and for the purpose here- 
inafter mentioned:' 

1. Said corporation shall be named and known as New 
Era Printing Company. 

2. The principal place of transacting the business of said 
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corporation shall be in the City of Omaha, County of 

, State of Nebraska. 

3. The general nature of the business to be transacted by 
said corporation shal be a general printing and publishing busi- 
ness; and for such purpose said corporation may purchase, 
own, lease, sell and convey such real estate as may be neces- 
sary or incident to the proper conducting of said business, and 
to sublet and lease any property of said corporation, and may 
do and perform such other acts and things as may be incident 
and necessary to the main powers of said corporation. s 

4. The amount of capital stock of the corporation author- 
ized is the sum of one hundred thousand dollars ($100,000), 
divided into shares of one hundred dollars ($100) each. At 
least fifty thousand dollars ($50,000) thereof shall be subscribed, 
ten per cent of which subscription shall be fully paid up upon 
organization of the corporation, and fully paid shares of stock 
shall be issued for the amount so fully paid, and not other- 
wise. 

5. The highest amount of indebtedness to which said cor- 
poration shall at any time subject itself shall not exceed fifty 
thousand dollars ($50,000). 

6. The date of the commencement of the term of exist- 
ence of said corporation shall be the first day of March, 1904, 
and the date of its termination shall be the twenty-eighth day 
of February, 1954. 

7. The affairs and business of said" corporation shall be 
conducted by a Board of Five (5) Directors, together with the 
officers of said corporation, as hereinafter specified. The 
Board of Directors shall be elected bs the stockholders from 
among their own number. 

8. The first meeting of the stockholders shall be held 
upon the day of the organization of said corporation, and 
thereafter the regular meetings shall be held at the office of 
said corporation in the said City of Omaha, on the first Mon- 
day in January of each and every year thereafter, at which 
said meeting the Board of Directors shall be elected, to hold 
office until the annual meeting next ensuing, and until their 
successors are elected and qualified. If any vacancy should 
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occur in said Board of Directors, the same may be filled by the 
remaining members of the board, such appointee to hold office 
until his successor is elected, as hereinbefore provided. 

9. The directors shall, immediately upon the election, se- 
lect from among their number a president and from among the 
stockholders a secretary, treasurer and general manager, who 
sKall hold their respective ofiSces until the next annual meeting 
after their election, or until their successors are elected, unless 
removed by the Board of Directors. 

10. The Board of Directors may also appoint such other 
subordinate agents as in its judgment the business of the cor- 
poration may require. The office of secretary and treasurer, or 
the office of treasurer and general manager, may be filled by 
one and the same person. 

11. At all stockholders' meetings, each share of stock shall 
be entitled to one vote, and the vote of a majority of the 
shares shall, in all cases, control. Stockholders may vote their 
stock -in person or by proxy duly authorized in writing. 

12. The Board of Directors shall have full power and 
authority to make all rules and by-laws for the proper govern- 
ment and control of the business affairs of said corporation, • 
and may alter and amend the same at pleasure. 

13. These articles of incorporation may be amended at 
any time. All amendments shall be first approved by the 
Board of Directors and ratified by a two-thirds vote of a gen- 
eral or called meeting of the stock-holders, and upon such 
ratification it shall become the duty of the directors of said 
corporation to subscribe, acknowledge; record and publish said 
amendments. 

In witness whereof we have hereunto set our 
names this 2d day of February, 1904. 
(Signatures.) 
(Acknowledgements.) 
(Adapted from "Am. Corp. Leg. Manual" for 1903.) 



tDemorest v. Flack, 128 N. Y. 205; Ameriscoggin Bridge 
v. Bragg, 11 N. H. 102; Talladega Ins. Co. v. Landers, 43 Ala. 
115; Blandford School Dist. v. Gibbs, 56 Mass. 39; Penobscot 
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§ 22. Necessity of Organization. 

By organization of a stock company some- 
thing different is meant than the filing and recording 
of articles and procurance of a certificate from the Sec- 

72. 
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retary of the State. When these steps have been taken 
an entity called a corporation exists merely in the ab- 
stract. To entitle this entity to public recognition, and 
to standing in the courts, as a legal person, its com- 
ponents, that is, its stockholders, must form a body of 
themselves. If the directors named in the articles for 
the first year never meet or act, no stock is ever issued, 
no stockholders, or persons who have signed the arti- 
cles ever meet, or pretend to meet, as a corporate body ; 
if no persons are ever appointed as officers, nor any rec- 
ords ever kept, then there is no such corporate exist- 
ence as will authorize the exercise of any of the powers 
of a corporation. ^ And by the statutes of several 
States, it is required that something be done in addition 
to organizing. Business must be commenced in some 
way within a given period, usually one year. It is not 
required, however, that the business should be persist- 
ently and continuously prosecuted after being com- 
menced. An illustration of this proposition is seen in 
the case of a gas company, where it was held that the 
purchasing of real estate for its plant, and the breaking 
of ground for its pipes, was a sufficient commencement 
of business to entitle it to sue, although no other busi- 
ness was done for several years. ^ 

Organization requires a meeting, of which every 
person who has signed and acknowledged the articles 
must have had due notice. In most of the States are 
found provisions governing this meeting for purposes 
of organization. 

While the corporation itself is a distinct legal entity 
from the persons composing it, yet we cannot conceive 
of a corporation being organized and put in working 
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shape for the business for which it was chartered with- 
out a concert of action by all those who, by signing the 
articles, have now become n;iembers or stockholders. 
Corporations having no capital stock are, as previously 
explained, usually required by statute to organize by 
the election of officers and adoption of by-laws prior to 
the filing! of articles; but in most of the States it is 
otherwise with capital stock corporations, usually 
designated as corporations for profit. 

§ 23. Of the Notice. 

The by-laws usually designate the ofiicer whose 
duty is to give notice of all meetings. But, even where 
they do not, it is a function pertaining to the office of 
Secretary, and in the absence of such a by-law, or any 
statutory provision on the subject, the notice must be 
given by the Secretary. ' 

For the regular annual, or a stated, meeting, some 
general form of notice is usually prescribed by statute. 
The provisions of such statutes are usually, and very 
properly embodied in the by-laws. But while it is 
undoubtedly sufficient to follow the method thus pre- 
scribed, it is better, and is a common practice, to gfive 
personal notice, by mail or otherwise, to each stock- 
holder individually. This refreshes the memory of the 
stockholder as to the date and place of meeting. The 
notice should contain the date, time of day and place, 
and should state the nature of the business to be 
transacted. The last mentioned matter is not a legal 
requirement even in the general form of notice required 
by statute. 

Any ordinary corporate business may be transacted 
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at a regular meeting though not specialized in the 
notice. But if any unusual business were to be tran- 
sacted it would be especially desirable to have a full 
attendance of those interested in the corporate enter- 
prise. 

If the time of notice before the meetingbe designated 
in the statute or by-laws, the notice should be given for 
at least the time designated ; but it should not be given 
too Icmg before the meeting, lest it be forgotten when 
the date of the meeting arrives. If it has been under- 
stood, or ordered at a previous meeting, that a meeting 
shall be noticed and held upon the happening of a cer- 
tain event, notice that a meeting shall be held upon the 
happening of that event, without a further notice that 
the event has occurred, rendering the meeting neces- 
sary, is not sufficient to bind the stockholders by pro- 
ceedings taken at a meeting so noticed and held. 

If nothing unusual is proposed to be done at an 
annual stockholders' meeting, no mention need be made 
of the business to be transacted thereat in the notice, 
although such invention is often made in order to enlist 
the interest of the members and secure a large attend- 
ance. 

Common forms of the personal and published no- 
tices respectively are as follows : 

Form 25. — Personal Notice. 

Office of New Era Printing Company, 
50 Printing House Square, 
Washington, Ei. C, May 4, 1904. 
To Mr. E. P. Jones: 

Please take notice that the annual meeting of the stock- 
holders of the New Era Printing Company will be held at ths. 
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office of said corporation, No. 50 Printing House Square, 
Washington, D. C, on the 15th day of May, 1904, at 10 o'clock 
a. m., for the election of directors, for the ensuing year, and 
the transaction of such other business as may come before the 
meeting. The transfer books will close at 5 o'clock p. m.. May 
Qth, 1904, and remain closed until 10 o'clock a. m. May 16th, 
1904. 

Respectfully, 

J, F. WESTON, 

Secretary. 



Form 26. — Published Notice. 



New Era Printing Company: 

The annual meeting of the stockholders of the New Era 
Printing Company will be held at the office of said corpora- 
tion. No. 50 Printing House Square, in the City of Washing- 
ton, D. C, on the 15th day of May, 1904, at 10 o'clock a. m., 
for the purpose of electing directors, and for the transaction of 
such other business as may be brought before said meeting. 
The stock transfer books will be closed at 5 o'clock p. m. of 
May 15th, and remain closed until 10 o'clock a. m.. May 16th, 
1904. 

J. F. WESTON, 

Secretary. 

§ 24. Call and Waiver in Lieu of Formal Notice. 

In nearly every State, meetings of stockholders and 
directors are hedged about with statutory safeguards, 
with reference to timely notice, to prevent any possible 
fraud. But it is often to the interest of all parties that 
a meeting should be held sooner than would be possible 
if all these requirements were complied with, and at the 
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same time idle to suppose that the presence of every 
stockholder, or every director, can be procured upon 
shorter notice than that prescribed by law. 

By the use of the following form, only the signa- 
tures of all the members entitled to attend and take 
part in a general meeting of the stockholders will ren- 
der valid the proceedings of the meeting, though held 
without notice, even though a minority fail to attend. 

Form 27. — ^New Era Printing Company. Call and 
Waiver Confined. First Meeting of Stockholders. 



The undersigned being all the incorporators and stock- 
holders of the New Era Printing Company, hereby call the 
first meeting of the stockholders to be held at room 15, No. 
50 Printing House Square, in the City of Washington, D. C, 
on the 1st day of March, 1904, at 10 o'clock a. m., for the 
organization of the Company and the transaction of 
all such business as may be incident thereto; and we 
hereby waive all requirements as to notice of such meeting and 
consent to the transaction thereat of any and all business 
which may come before said meeting. 
Dated' February 28th, 1904. 

E. P. JONES, 
JAM'ES WILLARD, 
M. L. BENNETT, 
ASA ROBERTS, 
J. F. WESTON, 



The same form with slight change will suffice as a 
call and waiver for the annual, or amy special stock- 
holders' meeting. 
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§ 25. Waiver of Notice, Subsequent to Meeting. 

The irregularity of a failure to give notice to an indi- 
vidual stockholder can be waived by ratification at a 
subsequent meeting, by voting to approve minutes re- 
citing that he was present participating, and in other 
ways. Attendance at a regular meeting where only 
ordinary business is transacted, is a waiver of notice 
as to all such business. But mere attendance at a 
special meeting is not a waiver of notice as to unusual 
business, where the by-laws require that the, business 
to be done shall be specified in the notice, or where a 
particular form and manner of notice is prescribed by 
statute. The right to object to irregularites in giving 
notice is personal, however, to each stockholder, so that 
one cannot object on the ground that another was not 
notified, where the latter has waived notice. 

§ 26. How First Meeting Conducted. 

The first, or organization meeting, is necessarily 
special, as at its date no by-laws have been adopted 
fixing a time for regular meetings. It is a meeting 
whose regularity and binding effect are dependent en- 
tirely upon a strict compliance with requirements gov- 
erning special meetings, the most important of which 
are, notice to each and every incorporator, and a men- 
tion of purposes of the meeting in the call, or notice. 
It is also peculiar in this, that there being no prescribed 
order of business, the incorporators are left to their dis- 
cretion as to how they will conduct the meeting. 

While the business to be transacted at the first 
meeting is important, it is well understood among the 
incorporators to be so, and the proceedings are usually 
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devoid' of friction or serious differences of opinion. 
The adoption of by-laws is the most important business 
to be attended to, and these are usually prepared in 
advance by general agreement among the incorpor- 
ators, and are so framed as to best subserve and pro- 
mote the corporate interests and carry out the common 
policy. Yet there are often matters of concern upon 
which it is desired that the board of directors shall 
take action to whidi their attention is called, or as to 
which they are instructed by motion or resolution. 

The time within such a meeting should be called 
to order after assembling will depend largely upon the 
circumstances in each case. There should be no unrea- 
sonable delay, and yet sufficient time should evidently 
be given to enable the members to assemble. The 
meeting should not be delayed so long as to create the 
impression that no meeting is to be held and thus cause 
part of the stockholders to disperse. A measure cannot, 
after such unreasonable delay, be legally adopted which 
could not have been adopted but for the delay. This 
rule is equally applicable to all meetings. 

The minutes of this meeting should show compli- 
ance with all statutory requirements . and formalities. 
For forms of minutes and duties of the Secretary per- 
taining thereto, see Chapter 14. 

In a few of the States, directors are not named in the 
charter, or articles, but are required to be elected at 
this first meeting. Where that is the case, the proceed- 
ings do not differ from those taken to elect at annual 
stockholders' meetings. See also Chapter 14. 

A motion is the ordinary and most convenient form 
in which business is presented at a meeting, whether 
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of stockholders or of directors. The form of the motion 
is of no importance, so long as it correctly expresses 
the purpose of the movant. If the matter presented by 
the motion be at all complicated, it had best be pre- 
sented in the form of a resolution. In some corpora- 
tions, especially those organized for other purposes 
than for profit, all resolutions are required to be referred 
to a committee without debate. There, a motion would 
have an advantage over a resolution in this, that it 
would bring the matter directly brfore the meeting 
and permit of its being immediately discussed and dis- 
posed of, and that without taking the chances of an 
adverse report from the committee. 

The movant should see that the secretary under- 
stands and properly records the substance of the mo- 
tion. If the secretary is in doubt as to wha.t the motion 
was, be should seek information from the movant. 
The latter, if he deem the matter important, should 
furnish the secretary with a written memorandum for 
the purpose. 

It is not often that the affairs of the corporation are 
in such shape as to allow the transaction of business 
other than that provided by statute to be done at the 
first meeting. Nevertheless, there is no limitation 
upon the powers of the stockholders to then and there 
consider and act upon corporate matters, except as 
circumscribed by the terms of the charter or articles. 
All other business than that usually done at such meet- 
ing should be postponed, however, until after the 
adoption of a code of by-laws ; and it would be better 
if it were postponed until after all the matters necessary 
to complete the organization were attended to. 
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§ 27. Resolutions. 

A resolution is a formal method of presenting a 
proposition for the consideration of a deliberative 
assembly. The presentation of a resolution otherwise 
than in writing would be so unusual a procedure that 
it would scarcely be treated otherwise than with ridi- 
cule. 

The secretary should always enter the name of the 
persons presenting a resolution. Resolutions range as to 
their length and scope all the way from a few words to 
several pages. If the subject be complicated, or the 
resolution concern a matter wherein legal conditions 
precedent or concurrent must be taken cognizance of, 
one or more "Whereases" followed by recitals of facts, 
may precede the resolution proper. 

In other instances, the "whereases" constitute mere 
concrete arguments in support of the resolution, or 
resolutions. 

The forms of resolutions at stockholders' meetings, 
hereinafter inserted with their appropriate headings, 
are self-explanatory, and may serve as a guide in the 
preparation of all other resolutions which it may be 
necessary to offer. (See Index under catchword "Res- 
olutions" and the forms there referred to.) 

§ 28. Authority and Power of Membership Assembled 
at Meetings. 

While the members, or stockholders, in meeting as- 
sembled, are not the corporation, yet, as a directing and 
governing agency they are only limited in power over 
it by the charter or articles, and general laws. The 
term "corporate meetingf' is often used to denote an 
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assembly of this supreme collective agency. While 
meetings of the boards of directors pertain directly and 
often vitally to the interests of the corporation, yet the 
board assembled constitute a collective agency inferior 
to a membership, or stockholders' meeting. 

The usual business transacted at a corporate meet- 
ing relates to matters of fundamental interest, should 
promote the continuity of the organization and be 
directed to the successful prosecution of the main en- 
terprise for which it was formed, such as the election 
of directors, increasing or diminishing capital stock, 
enaiotmient, repeal or amendment of by-laws, amend- 
ment of charter or articles, winding up the affairs, dis- 
solution, and such other acts as tend to shape the gen- 
eral policy and destiny of the corporation. 

§ 2g. How Annual Meetings Conducted — Limitations 
Upon Powers Of. 

It has been previously shown (§ 22) that certain 
things are essential to be done at the first, or organiza- 
tion, meeting, and that special statutory requirements 
must be conformed to in calling it. As to subsequent 
meetings, so long as no mandatory provision of law, 
the articles, or by-laws, is violated, the stockholders 
may conduct them in any manner convenient and 
agreeable to themselves. No particular formalities are 
required, and slight irregularities are unimportant, pro- 
vided the sense of the meeting be fairly expressed. 

It is an implied condition in every contract of mem- 
bership in a corporation organized for profit that a 
majority in point of stockholding interest, and in point 
of number in other corporations, shall control its oper- 
ations and funds. This rule is subject, however, to the 
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limitation that no majority, however large, can misap- 
ply the funds, or direct the operations of the corpora- 
tion beyond, or outside, the specified purposes or agree- 
ments of association, or in total disregard of the form- 
alities prescribed by law, or the articles, so as to bind 
a dissenting minority, however small. 

While the general law usually gives potential dura- 
tion of life to the corporation for a fixed period, tht 
same law, in nearly or quite all the States, prescribes 
a method of procedure by which corporations, at the 
volition of the stockholders, or members, may be dis- 
solved, (see Chapter 24), or consolidated with another 
corporation (see Chapter 21). And where the charter 
or general law authorizes it, the majority, acting reg- 
ularly and in good faith, may dissolve the corporation 
or consolidate it with another corporation, without 
the consent of the minority. It is only when the en- 
tire collective interest is ignored or disregarded, or 
where the majority, or the agents they have selected, 
pervert the corporate machinery to their individual 
interests, or to purposes and objects foreign to those 
for which the corporation was formed, that the mi- 
nority have a right to complain on any ground upon 
which to base an appeal to the courts for redress. 
But where the power of the majority is thus per- 
verted and abused, courts of equitable jurisdiction 
are essentially the minority stockholders' strong- 
hold. 

It is well settled that the majority have no right 
to dissolve the corporation otherwise than accord- 
ing to the procedure found in the statute. But if the 
corporation has become an unprofitable and failing 
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enterprise, the majority may undoubtedly make a sale 
of all the corporate property, either with a view to 
dissolution, or to an entire abandonment, without for- 
mal dissolution. (See Chapter 22.) 

§ 30. What Constitutes a Majority. 

It is not always necessary, in order thart the acts 
done and resolutions passed at a corporate meeting 
may be binding, that all, or, in the absence of a pro- 
vision to the contrary, even a majority of the mem- 
bers attend, and vote on the proposition. But the 
by-laws, pursuant to authority contained in stat- 
utes, may specify a number less than the majority 
necessary to constitute a quorum for the transaction 
of business. In the absence of any such provision, a 
majority of the members, or of stockholding inter- 
ests, actually assemble at a properly called and con- 
vened meeting, constitute a quorum for the transac- 
tion of business, and a majority of that quorum have 
authority to represent and bind the oorporation and 
all its members or stockholders. Of those aissembled, 
it is not necessary that all shall vote. A majority of 
those actually voting can elect officers, or adopt any 
motion or resolution as effectually as in State and 
municipal elections. And all who absent themselves 
from a meeting called are presumed to assent to the ex- 
pressed will of the majority of those voting. 

§ 31. Voting Rights of Individual Members. 

The apportionment of voting strength according 
to the number of shares of stock held by each mem- 
ber had its origin in statutory law; but has become 
a custom so well established that an intention to 
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follow it is implied, in the absence of any indication 
or direction to the contrary in the charter, articles, or 
general statutes. 

The rule that directors and other agents for a cor- 
poration shall not exercise its authority in their own 
interest, at the expense of the membership, has no 
application to them when assembled in a corporate 
meeting for the purpose of voting, unless they flagrant- 
ly sacrifice the interest of the corporation for their 
own gain. So long as they act in good faith and with 
due dilig€nce, members may elect themselves directors 
and officers of the corporation, and thus control its busi- 
ness and funds. 

§ 32. Of the Right of Cumulative Voting. 

The right of cumulative voting is conferred by 
statute, though it is so general that a denial of the 
right would probably meet with judicial condemna- 
tion. It consi.sts in the right of a stockholder to cum- 
ulate his shares upon one, or any number of candi- 
dates less than the whole number, to be elected as 
directors. When the right is given by statute, the 
right of a stockholder to exercise it cannot be denied 
him. And otherwise, all provisions, requirements and 
regulations governing corporate elections, whether 
found in statutes or by-laws, enacted under author- 
ity derived from statutes, must be substantially com- 
plied with. 

The rigftit only applies to voting for the election 
of directors. Under it, a stockholder may cast as many 
votes as he holds shares of stock, multiplied by the 
number of directors to be elected, for a single di- 



86 MANUAL OF CORPORATE MANAGEMENT. 

rector, or he may distribute them among two or more 
less than all. The policy of statutes and by-laws in 
securing- this right is to insure to the minority interest 
representation upon the board. By that means only 
can the majority be prevented from electing the whole 
board. By the exercise of this right, while the major- 
ity interest cannot be prevented from electing a ma- 
jority of the board, the minority have it in their power 
to be always represented upon the board, and' thus 
keep posted as to the nature of the business transact- 
ed and transactions of the board. One important ad- 
vantage of this is to keep them in a position to re- 
sort to the courts in time to prevent any infringe- 
ment of their rights as, for instance, an unauthorized 
diversion of corporate funds. 

§ 33. Of the Manner of Voting. 

The members having assembled, it is their right 
to control and conduct the voting as they please, sub- 
ject only to the restraints imposed by statutes and 
by-laws. It may be remarked, however, that the trans- 
actions to be consummated at corporate meetings are 
usually talked over among stockholders beforehand, 
especially if the stockholders are few, and the cor- 
poration is, as are most trading and manufacturing 
companies, a "close" corporation. Where such is the 
case, the meeting is held simply to conform to law, 
the principal purpose being to have a proper record 
made and preserved, the proceedings being merely 
perfunctory, and the principal labor devolving upon 
the secretary. It often happens, however, that there 
is a contest for control, and, where that occurs, it is 
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especially important that all important formalities 
should be observed. 

Statutes are usually found requiring that elec- 
tions for directors shall be conducted by sworn 
inspectors. It is the privilege of the members 
at the meeting, and not that of the directors, to select 
the inspectors. (See Forms 121, 122, § 138.) 

§ 34. Stock Books as Evidence of the Right to Vote. 

Under statutes requiring stock-books to be kept, 
and that every person acting at stockholders' meet- 
ings (in person or by proxy or representative), must 
be a member thereof, or a bona fide stockholder, 
having stock in his own name on the stock books of 
the corporation, at leas.t ten days prior to the elec- 
tion, no person is qualified to vote at such elec- 
tion unless the qualifications named in the statute be 
met.* 

The general rule governing the right to vote at 
corporate meetings is that the stock or membership 
book furnishes the prima facie evidence of the right, 
and that the corporation cannot be required to de- 
cide the question otherwise, that being one of the 
objects for keeping a stock certificate book in which 
transfers are required to be recorded. This rule has, 
howiever, received many modifications, in endeavors 
to avoid the hardships and injustice of particular cases, 
and most of the States have found it necessary to 
regulate the matter by definite statutory provisions. 
It is the object of such statutory regulations to afford 
to corporations a convenient test of the right to vote 
in cases of dispute between persons claiming owner- 
ship of its stock; and the inspectors at elections for 
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directors, or others in charge of corporate meetings, 
are not bound to stop or delay proceedings in order 
that the equitable rights between pledgees and trustees 
and their beneficiaries may be investigated. They are 
only required to follow such statutes, and may be 
governed by the showing of the stock book, and ob 
serve only such exceptions thereto, if any, as are made 
by the statute. Such statutory provisions should be. 
for convenience, and usually are, embodied in the by- 
laws. 

The rule that the stock book shall control as to 
voting rights of stockholders does not, however, ap- 
ply in the cases of administrators, executors, guar- 
dians and curators. A transfer such as occurs in those 
instances, by operation of law, is just as binding upon 
the corporation and its officers as if the transfer had 
been duly entered. They hold the legal title in a rep- 
resentative capacity, and would be entitled to vote 
even in the absence of a statute or by-law provision 
on the subject. It is to be borne in mind that the 
corporate record is only prima facie evidence of title 
to stock, and cannot stand in the way of the asser- 
tion, before judicial tribunals, of clear legal rights, 
though in conflict with the entries therein. 

The rule that the legal owner may vote the shares 
in his name is subject to an exception in the case of 
shares owned by the corporation. And this exception 
holds good although such shares are held for the 
corporation in the names of trustees. This results from 
the principle that a corporation cannot become a holder 
of its own stock in the ordinary sense of that term, 
tliat it cannot receive dividends from itself, cannot re- 
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spond to calls for assessments, or be responsible for 
debts otherwise than as as corporation. 

■ § 35- ?y What Officers Meetings Conducted. 

By-laws sometimes provide that the regular offi- 
cers of the corporation shall officiate at meetings of 
stockholders. In other corporations the matter is 
left entirely to the choice of those who attend. It is 
better, however, there being no special reason to the 
contrary, that the secretary should officiate, lest some 
one unfamiliar with the records and the method of cor- 
rectly keeping the minutes be chosen, thus causing de- 
lay and confusion. 

Under a by-law provision that the president and 
secretary of a company shall respectively preside 
and keep the minutes at all stockholders' meetings, 
they simply take their places at the appointed hour 
and proceed according to the usages of parliamentary 
law. The secretary having provided the president 
with the order of business, the latter calls those pres- 
ent to order, and states the first order of business. In 
the absence of the president, the vice-president, and so 
on in proper order, presides. If no one designated in 
the by-laws to preside is present, those present may 
select any one of their number to perform that duty. 

If no provision is made in the by-laws with refer- 
ence to the officers' or stockholders' meetings, that 
matter is entirely in the hands of those in attend- 
ance. In such case, any one of them could call the 
meeting to order and state as the first order of busi- 
ness the election of a presiding officer of the meet- 
ing. After the election of a chairman he would take 
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his place and the meeting would proceed with the 
election of a secretary. But these are details with 
which most persons are familiar, and need not be fur- 
ther pursued. 

The duties of the secretary pertaining to the min- 
utes of stockholders' meetings are important, and are 
elsewhere considered in detail. (See Chapter 14.) 

§ 36. Preparation and Calling of the RolL 

The organization of the meeting having been com- 
pleted by the election of a presiding officer and sec- 
retary, the next business in order is the calling of 
the roll of the stockholders. (See Form 115.) There 
must be a preliminary call of the roll to determine 
whether a quorum is present. It is of no legal con- 
sequence how the roll is called, whether in the numer- 
ical order in which the names of the stockholders 
appear in the certificate register or alphabetically from 
a list prepared in advance of the meeting. But the 
latter is by far the more expeditious method. In some 
States, at least with respect to certain classes of cor- 
porations, an alphabetical list of stockholders is re- 
quired by statute to be posted up at the place of meet- 
ing, prior thereto. 

The roll may be arranged in the follownng form : 

No. of Represented 

Name. Shares. by 

Abbott, C 100 Self. 

Bacon, J 50 R. Bush, proxy. 

Clark, A 500 B. Clark, Adm'r. 

Clark, Wm 200 No one. 

(See also Form 115, § 135.) 
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As the names are called and number of shares owned 
stated, each person present representing his own stock 
should answer ; likewise if any one be present, whether 
stockholder or not, representing an absentee by proxy, 
he should answer to the name of such an absent stock- 
holder, at the same time presenting his proxy to the 
secretary. The secretary should, as the roll proceeds, 
make the appropriate entries in the third column, as 
shown in the above form. 

When the roll is finished, the secretatry should be 
able, in the space of a very few minutes, to announce 
the totals of stock represented and not represented ait 
the meeting. If such totals show less than a quorum 
present, there is no alternative but to adjourn the 
meeting, either to a specified date, or sine die. If 
adjourned to a specified date, no new notice is legally 
required to be given, though the proper officers usually 
give notice voluntarily as a reminder to the stock- 
holders. The adjourned meeting is a mere continua- 
tion of the regular meeting, and after being called to 
order, may be proceeded with from the point at which 
the adjournment was taken, just as if no adjourn- 
ment had occurred. But if the regular meeting has 
been adjourned for want of a quorum, it is necessary 
that the minutes should show it. In that case, 
the roll must be called anew at the adjourned meet- 
ing. If still no quorum appear, those present, if so 
disposed, may again adjourn to a fixed daite, earlier 
than the next annual meeting; or they may adjourn 
sine die. There is no limit to the number of ad- 
journed meetings of a regular, or for that matter, of 
of a special, meeting that may be taken. Of course, 
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the presence of a quorum and the transaction of busi- 
ness does not stand in the way of an adjournment be- 
ing taken to an intermediate date. In fact, it often 
occurs that business coming before a meeting cannot 
be finally disposed of at one session, for the reason 
that an intelligent decision cannot be reached with- 
out further information not then at hand, or because 
the business is of such vast importance as to require 
further time for consideration. A variety of reasons 
may suggest a continuance of the matter for considera- 
tion at a future date. 

If a quorum appear ait the date fixed for the reg- 
ular meeting, or if it adjourn to an intermediate date 
for lack of a quorum, and a quorum then appear, and 
that fact be made to appear on the minutes, it is not 
necessarythat the minutes of meetings adjourned there- 
from should show a quorum present. If nothing ap- 
pear to the contrary, the law will presume that all 
those constituting a quorum at the prior meeting re- 
turned to the adjourned meeting. Such presump- 
tion is overthrown, however, if it appear from the min- 
utes of the adjourned meeting that a quorum was not in 
attendance thereat. 

All proxies should be left with the secretary dur- 
ing the meeting, in order that any one interested may 
inspect them. (For right of proxy voting and forms, 
see Chapter 5.) 

§ 37. Proving Notice of the Meeting. 

The roll-call being completed and a quorum answer- 
ing, in person or by proxy, the secretary should be 
required to produce and file legal notice of the meet- 
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ing, especially if any of the stockholders be absent, 
or unrepresented. It would be worse than useless to 
proceed to the transaction of business at a meeting 
illegally called and held, the proceedings of which 
could be set aside by any absent and dissenting stock- 
holder ; and if the proceedings have been legal, evi- 
dence of their legality should be preserved. Such 
proof may consist of the printed notice as published, 
with the publisher's affidavit thereto, and a copy of 
the notice mailed by the secretary to each stock- 
holder, with his certifi'cate or affidavit of mailing at- 
tached thereto. These should be filed and a reference 
to their production and filing should be entered in the 
minutes. 

The secretary's certificate to the notice of meet- 
ing sent to the stockholders is required in the by-laws 
of some corporations to be furnished by him when 
he produces the notice for inspection at the time and 
place of meeting. 

It may be as follows : 

Form 28. 

District of Columbia, 
City of Washington. 

The undersigned, as Secretary of the New Era Printing 
Company, hereby certifies that, in accordance with the by-law 
requirements, original notices, of which the attached "Exhibit 
A" to this affidavit is a copy, were properly enclosed and di- 
rected, and, with postage fully prepaid, were by him mailed at 
Washington, D. C, to the last known postofifice addresses of 
each and every stockholder of record of said corporation. 

J. F. WESTON, 

Secretary. 
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It is within the province of any corporation, and 
may be so provided in the by-laws, to require the due 
service of notices of meetings to be proven by the affi- 
davit of the secretary. It is a guarantee of regularity 
and is very appropriate when matters of great import- 
ance are to be acted upon. 

The affidavit may be as follows : 

Form 29. 



District of Columbia, 
City of Washington. 

On this the 1st day of March, 1904, before me personally 
came J. F. Weston, who being first duly sworn, deposes and 
says: that he is the Secretary of the New Era Printing Com- 
pany; that on the 31st day of February, 1904, original notices 
of which the attached "Exhibit A" to this affidavit is a copy, 
were properly enclosed and directed and with postage fully 
prepaid were by him mailed at Washington, D. C, to the last 
known postoffice addresses of each and every stockholder of 
record of said corporation. 

J. F. WESTON. 

Subscribed and sworn to before me this 1st day of March, 
1904. NEWTON WISHART, 

(Notarial Seal.) Notary Public within and for 

the District of Columbia. 



The secretary may be likewise required to authen- 
tificate with his certificate or affidavit, the published 
notice. 

The affidavit to a published notice of a meeting may 
be as follows : 
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Form 30. 
■ ••■•••■■•■•■••■■■'#••■••••••■■•••••••■••••••••••■•••■■•■•'■••••1' 

District of Columbia, 
City of Washington. 

On this the 1st day of March, 1904, before the undersigned 
notary public persona,lly came J. F. Weston, being first duly 
sworn, deposes and says: That he is the Secretary of the New 
Era Printing Company, and that the annexed notice, marked 
"Exhibit A," was published in the Washington Post on the 
14th and 21st days of February, 1904. 

J. F. WESTON. 
Subscribed and sworn to before me this, the 1st day of 
March, 1904. 

NEWTON WISHART, 
(Notarial Seal.) ' Notary Public within and for 

District of Columbia. 

§ 38. Reading and Correcting Minutes of Prior Meet- 
ing. 

The next business, after proving notice, is the read- 
ing, correcting, (if necessary), and approval of the 
minutes of the last annual, and of any intermediate, 
meeting, the minutes of which have not been approved. 
No formalities are required in the performance of 
this function. The approval need not be by formal 
motion. It is sufficient, there being no objection, if 
the president, at the conclusion of the reading, an- 
nounces that if there be no objection, the minutes 
stand approved. If, however, there be a correction 
suggested, and any dispute arises as to the propriety, 
of changing the minutes, it should be decided by for- 
mal vote, and if it result in a change being directed 
to be made, the minutes of that meeting should show, 
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the minutes as read and the correction made. The 
same showing should appear on the minutes which 
are corrected. Such correction may be shown by 
drawing a line in red ink through the part which was 
changed, without obliterating any of it, and interlining 
the entries directed to stand as the corrected min- 
utes ; also, by making a marginal reference to the 
page of the minute book where shown thait the change 
was ordered. The same course should be pursued 
where amendments are made to minutes of meetings 
of the Board of Directors. Especially should the sec- 
retary take this precaution in case the change is im- 
portant, because a dispute might subsequently arise 
as to just what correction was ordered to be made. 
The change might even become the basis of litigation, 
and it would then be to his advantage to be able to fur- 
nish conclusive proof of his authority to make the alter- 
ations. 

It pertains to the regular business of an annual 
meeting to approve the minutes of the preceding an- 
nual meeting, and of any intermediate meeting, whether 
adjourned or special. It would be the better course, 
however, if the minutes of annual meetings were ap- 
proved at that meeting, a recess being taken to enable 
the secretary to write them up. 

The approval of minutes of an annual meeting is 
not the province of a special meeting. Nevertheless, 
if the approval of the minutes of aji annual meeting be 
designated in the notice for a special meeting as part of 
the business to be done thereat, there can be no legal 
objection to such approval being had. 

The Board of Directors is a dlistinct body from that 
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of the assembled stockholders, and each has legal con- 
trol of its own minutes. Therefore, minutes of directors' 
meetings should not be read for approval or correction 
at stockholders' meetings ; and the converse oi this 
proposition holds good. 

§39. Reports of OfBcers — ^President. 

In corporations whose business is of limited scope 
and magnitude, there is seldom any necessity for pro- 
viding in the by-laws for formal written reports by 
the officers. An oral statement as to the progress of 
the business, supplemented by the showing of the 
corporation's books of account, will, in the case of 
such corporations, answer all purposes. But even if 
the by-laws should require written reports, an omission 
of reports would not invalidate any proceeding or 
transaction. The same is true where the affairs of the 
corporation are of great magnitude, variety and im- 
portance. Buit in cases of the latter class of corpora- 
tions, such, for instance, as railroad, banking, insur- 
ance and water companies, a report from certain offi- 
cers is a matter of so much interest to the stockhold- 
ers, and sometimes to the general public, that the ab- 
sence of any report from them at the annual meeting 
would be extraordinary, and it might excite the gravest 
suspicions. 

The order in which the reports are received is a 
maitter of no special importance ; but, usually, the pres- 
ident's report is first delivered. It is sometimes read, 
and in other instances, especially if lengthy, merely 
placed on file and subsequently copied or printed 
for the inspection of the stockholders. It may be or- 
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dered filed with or without a motion, since that is the 
proper disposition of it at that stage. Subsequently, its 
suggestions may be considered under the head of new 
business. 

Next would naturally come the treasurer's report, 
followed by that of any other officer required or de- 
siring to report. 

Following this, the reports of committees would be 
received. Sometimes the most important business of 
the corporation is in the hands of standing committees, 
such as finance and executive committees. Subjects of 
importance may have been referred to a special com- 
mittee of stockholders. 

There is nothing irregular in taking up, consider- 
ing and disposing of reports as, and when, made. It is 
usual, however, to order them up under the head of new 
business. It is the duty of the secretary to take charge 
of and preserve all reports made in writing, and in the 
case of oral reports, to make an entry of their substance 
in the minutes. 

Reports of officers and standing committees to the 
annual meeting of stockholders, while one of the im- 
portant features in corporations which have numerous 
aud widely scattered stockholding and bond holding 
interests, are of but little moment in the ordinary 
business concern, or "close corporation," where the 
holders of the stock are few in number and all close- 
ly connected with the business. Unless there is some 
provision in the by-laws requiring it, neither the 
president nor any other officer is under any compul- 
sion to make a report in writing ; and, in probably 
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ninety per cent, of corporations, such reports as are 
made are oral. 

The more detailed reports' of officers and of the 
executive committee, (where there is such commit- 
tee), are usually not given at stockholders' meet- 
ings, but are submitted to the Board of Directors, to 
which body any stockholder may apply for more definite 
information. 

The president's report leads in importance. He 
should give a general review of the business for the 
preceding year, the condition of the corporate prop- 
erty, and the prospects for the next year, with as 
mu'cih detail as he deems prudent to make public. 
It may be read by him or by the secretary for him. 
The following form may be adapted to the conditions 
of any corporation : 

Form 31. — New Era Printing Company, President's 
Annual Report. 



To the Stockholders of the New Era Printing Company, 

Gentlemen: It is now my duty and pleasure to report to 
you the condition of the business and properties of this cor- 
poration, and the outlook, as I view it, for the next year. 
(Here should follow a general review of the year's business 
with reference to any periods of depression or prosperity, and 
a statement of gross financial results, which may be followed 
with a forecast of probabilities for the coming year.) 
Respectfully submitted, 

JAMES WILLARD, 
President. 
Washington, D. C, Jan. 15, 1904. 
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§ 40. Reports of Officers — Treasurer. 

The Treasurer's report to the stockholders should 
deal in aggregates, or go into details, according to 
the nature of the business in which the corporation 
is engaged and its relations to other concerns engaged 
in like business. Often it would be impolitic to 
go into details, in a report to the stockholders. It 
should contain, und:er a proper heading, a showing of 
receipts, or articles produced, with their market value, 
under which wiill be classed the stock of merchandise 
or products on hand. 

Following this will come the heading "Expend- 
itures." These may be classified thus : 

Materials $ 8,000 

Salaries 15,000 

Repairs 2,500 

etc. 

Both sides of Receipt and Expenditure Account 
should be totalized and the balance shown.. Follow- 
ing this the financial status of the corporation should 
be shown, under the heads of "Assets" and "Liabil- 
ities." In this account the plant, money, all property, 
and bills receivable will figure as assets ; and capita! 
stock, accounts due and unpaid, and dividends, will fall 
under the head of liabilities. 

§ 41. Reports of Committees. 

Executive Committees of the Board of Directors 
dt) not usually report to the stockholders, but to the 
Board. But a Committee of Stockholders may have 
been appointed at a prior meeting, either annual or 
special, and a report from it may be due. The re- 
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port will, of course, conform to the circumstances 
and conclusions reached, so that forms would be of 
little use. 

Frequent purposes of appointing committees are 
to examine property oflfered to be sold to the corpora- 
tion, to consider amendments to the charter or by- 
laws, to consider the advisability of consolidating 
with another corporation, and any other matter which 
cannot be conveniently diealt with and intelligently 
disposed of in detail at a meeting. The matter is usually 
sufficiently urgent to suggest the propriety of ad- 
journing the meeting to an intermediate date, rather 
than sine die, which would carry the matter over a 
whole year, and appoint a committee to deal with the 
matter during the interval. 

The following is a report of a committee appointed 
to examine property offered for sale to the company: 

Form 32. — New Era Printing Company. Report of 
Conunittee on Offer on New Site for Printing 
Office. 

To the Stockholders: 

Your committee appointed at the annual meeting of the 
Stockholders of this corporation held on the 15th day of Janu- 
ary, 1904, to examine the lot and improvement thereon offered 
by Homer Osgood for a site for its business at the price of 
$15,000, respectfully report as follows: 

We find that the lot without the building would sell for 
the amount asked for it, and the title to be good. We find the 
building thereon, in its present condition, unsuitable for the 
business of this company, but that it could be put into proper 
shape for said business at a cost of not exceeding $5,000; also 
that it would cost at least $10,000 to build on said lot as good 
a building as that already standing thereon. 
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In conclusion we recommend that the oflfer of said Osgood 
be accepted and that the Board of Directors be authorized and 
instructed to secure a conveyance of said lot and improve- 
ments to .this company and to make payment therefor accord- 
ing to the terms of said offer. 

E. P. JONES, 

M. L. BENNETT, 

ASA ROBERTS, 

Committee. 



§ 42. Election of Directors. 

The next order after reports are received is the 
election of directors. This is usually the most impor- 
tant, and sometimes the only important, business to be 
transacted at a stockholders' meeting. 

Under the statutes of several States, the directors 
must be voted for by ballot under the supervision of 
inspectors. These are appointed or elected from among 
the stockholders present. In one or two States they 
are required to be sworn; and where such statutes 
exist, their written oaths should be filed with the Sec- 
retary, who is sometimes empowered to administer 
the oaths. The inspectors so appointed or elected 
and qualified usually have entire charge of the elec- 
tion, the President only retaining general supervision of 
the meeting. 

Where there is no statute prescribing how such 
elections shall be conducted, the by-laws may spe- 
cifically prescribe the method. Often, however, the 
by-laws merely provide generally that directors shall 
be elected at the annual meeting, and the vote neces- 
sary to elect; also the qualifications of directors. But 
whether the election be conducted by inspectors or 
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under the immediate supervision of the President, it 
is usually a very simple matter, the preponderating 
stockholding interest usually determining in advance 
of the meeting upon the personnel of a majority of the 
Board, 'and the minority upon the personnel of its repre- 
sentatives. 

Even where there is an exciting contest, as some- 
times happens, it merely requires a clerical task and a 
calculation to ascertain the result of the voting. In 'case 
the election has been conducted by inspectors, they may 
announce the result, or may ascertain it and have it an- 
nounced by the President; where there are none, the 
Secretary condiucts the balloting, and from his tally the 
President declares the result. 

The by-laws usually fix the number of votes re- 
quired to elect. The usual provision is that the iive (or 
other number to be elected) receiving the highest num- 
ber of all the votes cast shall be declared elected. If, 
there being only six candidates, and 500 votes being 
required to elect, four should receive 500 votes each, and 
two 450 votes each, the four would be declared elected, 
while as to the other two, a new ballot would have to 
be taken, until it was found that one of them had re- 
ceived a majority. 

§ 43. Unfinished Business. 

The election of directors exhausts the regular busi- 
ness, which is the main purpose of the annual meet- 
ing. The next order is that of unfinished business. 
This head includes any subjects the consideration of 
which was not completed at a former meeting. It in- 
cludes any matters taken up at former meetings. 
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whether regular or special, and referred to any offi- 
cer or committee, to be reported upon at the meeting 
then in session. If the report has been presented 
under the head of reports, such report may now be 
called up to be acted upon. If the report has not been 
presented, this is the proper stage for its presentation 
and for action upon it. Any stockholder in attendance 
may call it up under this head, if the President or 
chairman of the meeting should, for any cause, fail 
to do so ; but it is peculiarly the province of 
the latter to call the matter to the attention of the 
meeting. 

§ 44. New Business. 

If any matters properly coming under the head of 
unfinished business should have been overlooked, they 
may be very properly called up and disposed of under 
the head of new business ; or if technical objection be 
raised, the meeting may return to the head of unfin- 
ished business. 1 

The term new business so clearly designates the 
character of business to be transacted under that head 
that explanation is almost superfluous. Any matters 
of unusual importance which may have been under 
consideration before the Board of Directors, but 
which they did not feel authorized to finally dis- 
pose of, or did not wish to assume the responsibility 
of finally acting upon, would properly be considered 
under this head. So would any desired ratification or 
repudiation of action already taken by the Board of 
Directors be properly treated and disposed of as new 
business. So would any change of policy in the cor- 
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porate affairs, any amendment of the by-laws, in- 
crease or diminution of capital stock, or disposal of 
funds or property of the corporataion, come properly 
before the meeting at this stage. 

§ 45. Adjournment. 

Of all corporate business, the easiest thing to do, 
ordinarily, is to adjourn. But sometimes even that 
simple matter leads to a difference of opinion and 
discussion, and may necessitate a formal vote. If there 
be no suggestion of an adjourned meeting, adjourn- 
ment takes place as a matter of course when all busi- 
ness which has been called up for oonsideration has 
been disposed of, and no motion is necessary for the 
purpose. The presiding officer simply says : " If there 
is no other business, this meeting will stand adjourn- 
ed. It is so ordered." That constitutes adjournment 
sine die. In a case of a motion to adjourn to a specified 
intermediate date, if there is a division and discussion, 
the question is settled by vote as any other question. 
In case two or more motions to adjourn to as many 
different dates, the motions have precedence accord- 
ing to established parliamentary usage. 

1 Martin v. Deetz, 103 Cal. 55; Wall v. Mines, 130 Cat. 27. 

2 San Diego Gas. Co. v. Frame, 137 Cal. 441. 

3 Curtin V. Salmon River, etc., Ditch Co., 130 Cal. 345. 

* Smith V. San Francisco, etc.. R. R. Co., 115 Cal. 684; 
People ex rel., Probut v. Robinson, 64 Cal. 373; Market St. 
Ry. Co. V. Hellman, 109 Cal. 57, 579; Krouse v. Durbrow, 127 
Cal. 681. 
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cial Stockholders' Meeting Conducted. 

§ 46. By Whom, How and Upon What Authority 
Called. 

However a special meeting be initiated, whether 
by the stockholders or by the Board of its own voli- 
tion, where action by the Board of Directors is required, 
it will act, and call the meeting by resolution, which 
may be as follows : 

Form 33. 



Be it resolved that a special meeting of the stockholders 
of the New Era Printing Company be and is hereby called to 
be held at the office of said corporation on Tuesday, the 10th 
day of March, 1904, at 10 o'clock a. m., for the purpose of con- 
sidering and acting upon a proposition to dispose of 
the present plant of this company and substitute one com- 
prising more modern machinery; and the secretary is hereby 
authorized and directed to give notice of said meeting as re- 
quired by the by-laws. 



Special meetings of stockholders may usually be 
called by the Board of Directors, without sugges- 
tion from the stockholders. In most of the States, 
it is the duty of the Board to call a meeting 

106. 
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when a certain proportion of the stockholders request 
it in writing. No formality is required in the request. 
It may specify a date, or simply request that the meet- 
ing be called at an early date, leaving the date to be 
fixed by the Board in issuing the call. It is usual, 
however, for the purpose of the meeting to be stated 
in the request. 

When action by the Board upon the request is de- 
sired, it may be as follows : 

Form 34. 



The undersigned stockholders of the New Era Printing 
Company, constituting more than one-third of the subscribed 
capital stock of said corporation, hereby request that a special 
meeting of the stockholders be called, to be held at the ofBce 
of said corporation at an early date, not to exceed ten 
days from this date, to consider the proposition of disposing 
of the present plant and substituting one comprising more mod- 
ern machinery. 

Dated March 1, 1904. 
To the Board of Directors of the New Era Printing Com- 
pany : 

E. P. Jones, holder of 10 shares. 

M. E. Bennett, holder of 35 shares. 

Asa Roberts, holder of 400 shares. 



The call and waiver by stockholders could only be 
used where the stockholders were near together, or 
few in number and easily accessible, as well as har- 
monious in their relations. In the absence of these con- 
ditions, a special meeting must be regularly called, that 
is, according to prescribed formalities, and notice of the 
meeting given in due form. 
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The call is often confounded with the notice. But 
the call is really the demand, request or moving cause 
for the notice of the meeting being given. It usually 
comes to the Secretary from the President, or Board 
of Directors, though, even when the Board orders a 
meeting, the President is usually authorized and di- 
rected to call it. The call may, under provisions found 
in the statutes of most of the States, and in the by- 
laws, even where there are no such statutes, originate 
with the stockholders, a certain number or proportion 
of whom are usually given power to originate a call 
for a meeting. When the stockholders exercise this 
power they may do so by a request as follows : 

Form 35. 



To the President of the New Era Printing Company : 

The undersigned, holding a majority and more of the 
entire voting stock of the New Era Printing Company, hereby 
request that you call a special meeting of the stockholders of 
said corporation, to be held at the office of the company, 50 
Printing House Square, Washington, D. C, at 10 o'clock a. m., 
on the 15th day of May, 1904, for the purpose of considering 
and acting upon a proposition to remove the plant of said 
company to a new site, and the transaction of all such other 
business as properly pertains to and is connected with such re-: 
moval. 

This May 4, 1904. 

E. P. Jones, owning 10 shares. 

Asa Roberts, owning 400 shares. 

Robert Ainslie, owning 100 shares. 



In this case the request really constitutes the call, 
and all that the President need do is to supplement it 
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with his formal endorsement or approval, directed to 
the Secretary, which may be as follows : 

Form 36. 



To the Secretary of the New Era Printing Company : 

In compliance with the within (or foregoing) request, and 
for the purposes set forth therein, you are hereby instructed 
to send out notices, in accordance with the by-law require- 
ments of the company, for a special meeting of its stock- 
holders, to be held in the office of the company, at 10 o'clock 
A. M., on the 15th day of May, 1904. 
Washington, D. C, May 4, 1904. 

JAMBS WILLARD, 

President. 



A resolution by the Boaird of Directors, calling a 
special meeting of stockholders, without requiring any 
act of the President, but requiring the Secretary to pro- 
ceed directly, would be as follows : 

Form 37. 



Be it resolved that a special meeting of the stockholders 
of the New Era Printing Company be called to meet at 
the office of said corporation. No. 50 Printing House Square, 
Washington, D. C, on the 15th day of May, 1904, at 10 o'clock 
A. M., for the purpose of considering and acting upon a prop- 
osition to move the plant of said company to a new site, 
and to transact all such other business as properly pertains 
to and is connected with such removal; also that the sec- 
retary give notice of such meeting, as is required by the 
by-laws. 
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If it were desirable that the President, as such, 
should participate in calling the meeting, then in lieu 
of the clause, "also the Secretary," etc., insert the 
clause, "and that the President cause this resolution 
to be carried into effect, by causing this notice to be 
given in accordance with the by-laws." 

In some corporations, the President may call a 
special meeting at will, without waiting for a resolu- 
tion by the Board, or a request by stockholders. Such a 
call by the President may be as follow.s : 

Form 38. 

The New Era Printing Company, 
J. F. WESTON, Esq., 
Secretary. 
In accordance with the authority vested in me, I hereby 
call a special meeting of the stockholders of the New Era 
Printing Company, to be held at the office of said corpora- 
tion, No. 50 Printing House Square, in the City of Wash- 
ington, D. C, on the 15th day of May, 1904, for the purpose 
of considering and acting upon a proposition to move the 
plant of said company to a new site, and to transact all busi- 
ness as properly pertains to and is connected with such re- 
moval ; and I hereby authorize and direct you to send out 
notices of said meeting to the stockholders of said cor- 
poration in accordance with the requirements of the by- 
laws. 

Dated May 4, 1904. 

Respectfully, 

JAMES WILLARD, 

President. 

§ 47. Notice of Special Stockholders' Meeting. 

A notice by the Secretary of a special meeting of 
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stockholders, however called, should be directed to each 
stockholder, and may be as follows : 

Form 39. 

Office of 

New Era Printing Company, 

50 Printing House Square, 
Washington, D. C. 

M'ay 4, 1904. 
To Mr. E. P. Jones : 

Please take notice that, pursuant to the call of the Presi- 
dent, a special meeting of the stockholders of the New Era 
Printing Company, will be held at the ofiSce of said Com- 
pany, No. 50 Printing House Square, in the City of Wash- 
ington, D. C, on the 15th day of May, 1904, at 10 o'clock 
A. M., for the purpose of considering and acting upon a 
proposition to move the plant of said company to a new site, 
and transacting all such other business as properly pertains to 
and is connected with such removal. 
Respectfully, 

J. F. WESTON, 

Secretary. 



If the call has come to the Secretary directly from 
the Board of Directors, he would insert, in lieu of the 
word " President," in the above form, the words "Board 
of Directors." 

In addition to the notice given to each stockholder 
personally, a notice is often published in one or more 
newspapers. This may be done in order to comply 
with a statute or by-law provision, in which case it 
is usually a mere formality, or it may be done with 
a view to reaching any who may fail to receive the 
personal notice, which result is sometimes attained 
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in the case of a large corporation whose stockhold- 
ers are numerous and widely separated, especially 
if its notices are uniformly published in the same news- 
paper. 

The notice for publication may be as follows : 

Form 40. — Notice of Special Meeting of Stockholders. 



New Era Printing Company : 

Notice is hereby given that a special meeting of the stock- 
holders of the New Era Printing Company will be held at 
the office of said corporation, No. 50 Printing House Square, 
in the City of Washington, D. C, on the 15th day of May, 
1904, at 10 o'clock A. M., for the purpose of considering and 
acting upon a proposition to move the plant of said Company 
to a new site, and to transact all such other business as prop- 
erly pertains to and is connected with such removal. Said' meet- 
ing has been called by order of the President of said cor- 
poration. 

Washington, D. C, May 4, 1904. 

J. F. WESTON, 

Secretary. 

§ 48. Waiver of Notice. 

A convenient method of insuring unquestioned va- 
lidity of the proceedings taken at a special meeting 
is to obtain a waiver of notice from every stockholder. 
This method is specially recommended when it is de- 
sired to hold a meeting earlier than it could be held if 
the full legal notice were given according to the statute 
or by-laws. 

When the stockholders are few and easily acces- 
sible, the officers of the corporation well known to 
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the stockholders, and the stockholders harmonious, 
it is often convenient to procure a formal waiver of 
notice, especially if it be desirable to hold a special 
meeting at an earlier date than the time specified in 
the by-laws, or statute, for giving notice. By this 
method, a meeting may sometimes be held within a 
few hours after the occasion for the meeting arises. 
Such waiver should be in writing, filed with the Sec- 
retary; and the minutes should clearly refer to such 
waiver and filing as to absent stockholders, in con- 
nection with a statement as to those present. It may 
be remarked that a w^aiver is as efifectual for an an- 
nuail, as for a special meeting. In either case, care 
should be taken that there is a waiver on file for each 
and every stockholder not actually notified or in at- 
tendance. 

The waiver is often attached to a notice; in other 
instances it is unattached. The call and waiver of no- 
tice of annual meeting (see Form 27) will answer for 
a special meeting by changing the word "annual" to 
"special." 

§ 49. Compliance With Legal Formalities Required- 
How Special Stockholders' Meeting Is Con- 
ducted. 

The requirement that the purpose of the meeting 
shall be stated in the notice must be strictly complied 
with. However the call originates, the duty of notify- 
ing the stockholders devolves upon the Secretary. He 
must see that notice is given in accordance with 
the provision of the statute or by-laws to every 
stockholder. A failure to so notify one of them 
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leaves it in his power to nullify everything done at such 
meeting. 

The by-laws should, and usually do, provide for 
special meetings of stockholders. Where there are 
statutory provisions on the subject, of course the by- 
laws may not conflict therewith; but they may pro- 
vide requirements additional to those of the statute. 
Usually they merely embody the statutory provisions. 
But whatever the requirements, it is essential to the 
validity of business transacted at a special meeting 
that it be called in conformity thereto. The meeting 
should be organized, the notice proved, the presence 
of a quorum ascertained, and the meeting proceeded 
with in all respects as at a regular meeting, except that 
no business should be transacted other than that speci- 
fied in the notice, unless all the stockholders are pres- 
ent, or represented by proxy. 

Where all are present, mere dissent from the de- 
cision upon matters not specified in the notice, evi- 
denced by voting upon the proposition does not in- 
validajte the action taken. But it is thought that it 
would be otherwise if even one of those present pro- 
tested against the taking of action on a matter not 
specified in the notice. The notice is required to specify 
the business to be done for a double purpose: first, 
to call the attention of the stockholder to the fact 
that such meeting is to be held ; secondly, to give 
him time to consider how he will vote upon the pro- 
posed business. 

The addition to the specification in the notice of the 
words, "and such other matters as may come before 
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such meeting," does not authorize action upon any mat- 
ters not specified in the notice. 

As previously stated, there is no material differ- 
ence between the manner of conducting a regular and 
a special meeting. Obviously, no matters required by 
law to be attended to at the regular meeting would be 
in order at a special meeting. 

Matters specified in the call may be called up by 
the chairman or any stockholder present and proceeded 
with, and disposed of by motion or resolution. If it 
be a matter of considerable importance, and it usually 
is, it would be better to embody it in a resolu- 
tion, so as to enable the Secretary to keep a complete 
record. 



CHAPTER V. 
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52. Joint Proxies. 

53. Proxy to Vote Shares Owned by Corporations. 

54. Revocation of Proxies. 

§ SO. Of the General Right of Voting by Proxy. 

The right of voting by proxy, like that of cum- 
ulating, is of statutory origin; but it has become so 
universal a custom in the United States that the right 
would at the present day probably be held to exist 
even in the absence of statutory provisions, where so 
provided in the by-laws. The form of authority so 
to vote is immaterial, provided the intention to sub- 
stitute the person to whom it is given be made clear- 
ly to appear. Nevertheless, there are well settled lim- 
itations upon the right, ais well as established rules 
of construction of the instrument conferring it. A 
proxy cannot be used for any other purpose than that 
for which it was given. When it authorizes the holder 
to vote for directors, he cannot represent the stock- 
holder on other questions, such as a dissolution of the 
corporation, or sale of the entire corporate property 
and business. 

It is a common practice, and also convenient as 
well as entirely commendable, if not perverted to un- 
fair advantages, for the Secretary to send out with the 
notices oi stockholders' meetings, proxies in blank, with 

Ii6. 
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a request that the same be signed, and either returned 
in blank or filled out with the Secretary's name inserted 
in tJie blank reserved for the attorney in fact. Such 
proxies can always be revoked at the pleasure of the 
person giving it; and this is true, although it recites 
that it shall be irrevocable. 

In some States there are limitations upon the life of 
proxies, usually limiting their use to a few months, thus 
preventing the same proxy being used at more than one 
annual meeting. 

While the legal right of a stockholder to vote his 
stock as he pleases cannot be questioned, nor can his 
right to confer, by proxy, upon another the right to 
vote it, yet no corporate authority, nor even a aourt, 
can compel him to give a proxy, in the absence of 
an agreement upon, or for, a valuable consideration, 
that he should give it. 

§ 51. Forms of Proxies. 

Proxies may be general and unlimited in form, or 
they may be limited as to time or as to extent of au- 
thority, or to a particular meeting, or in all these re- 
spects. 

The forms which follow will be found adapted to 
all requirements: 

Form 41. — ^Without Limitation. 



Know All Men By These Presents, That I hereby con- 
stitute and appoint Henry Brown my true and lawful attorney 
to represent me at any and all meetings, general and special, 
of the stockholders of the New Era Printing Company that 
may be held while I remain a stockholder in said corpora- 
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tion, and for me and in my name and stead, to vote at all 
meetings which may be held upon the stock then standing 
in my name on the books of said corporation, and I hereby 
grant my said attorney all the power that I might or should 
possess if personally present at such meetings. 

E. P. JONES. 
Dated May 1st, 1904. 

To limit the above proxy as to time only, leaving 
it otherwise unlimited, insert, in lieu of the words, 
"while I remain a stockholder in said corporation," the 
words, "on or before," naming a date. 

Such a proxy become^ void and ineffective at the 
time limited, without revocation, or further act by the 
person giving it. 

The above form, so changed, would authorize the 
proxy to vote upon any stock held by Jones at any 
meeting held during the period. If it were desired 
to limit the authority to the stock owned at the date of 
'giving the proxy, that could be done by inserting the 
word "now," between the words "stock" and "stand- 
ing," in lieu of the word "then." 

Sometimes the use of the stock at a particular meet- 
ing is deemed so important that the inability of the per- 
son to whom the proxy is given to act is provided 
against. That is accomplished by clothing him with the 
power to substitute another, in case he is from any 
cause unable, or disinclined to attend the meeting. Such 
proxy would be as follows : 

Form 42. 

Know All Men By These Presents, That I hereby con- 
stitute and appoint Henry Brown, my true and lawful attor- 
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ney, with full power of substitution and revocation, to rep- 
resent me at the special meeting of stockholders of the New 
Era Printing Company, to be held on the 15th day of June, 
1904, at 10 o'clock A. M., and for me and in my name and 
stead, to vote at said meeting, anu at any meeting to which 
said meeting may be adjourned, upon the stock standing in 
my name on the books of said corporation upon which I 
may be entitled to vote at the date I'f said meeting, and I 
hereby grant my said attorney, and to any person substituted 
by him hereunder, all the powers that I should possess if per- 
sonally present at said meeting. 

E. P. JONES. 
Dated May 1, 1904. 



Such proxy authorizes the attorney named therein 
to revoke a substitution made by him and to make 
a re-substitution. But the proxy given him by the 
stockholder (above form) may already have been de- 
livered to the person first substituted, hence not acces- 
sible to him. In such case he would have to execute and 
deliver to the person last substituted a new instrument, 
which may be as follows : 

Form 43. 



Whereas heretofore, to wit, on the first day of May, 
1904 E. P. Jones, a stockholder of the New Era Printing 
Company, a corporation, executed and delivered to me a proxy 
reading as follows : 

Know All Men By These Presents, that I hereby con- 
stitute and appoint Hjenry Brown, my true and lawful attor- 
ney, with full power of substitution and revocation, to rep- 
resent me at the special meeting of stockholders of the New 
Era Printing Company, to be held on the 15th day of June, 
1904, at 10 o'clock A. M., and for me and in my name and 



120 MANUAL OF CORPORATE MANAGEMENT. 

stead, to vote at said meeting, and at any meeting to which 
said meeting may be adjourned, upon the stock standing in 
my name on the books of said corporation upon which I 
may be entitled to vote at the date of said meeting, and I 
hereby grant my said attorney, and to any person substituted 
by him hereunder, all the powers that I should possess if per- 
sonally present at said meeting. 

E. P. JONES. 
Dated May 1, 1904. 

And Whereas, on the first day of June, pursuant to the 
authority therein given, I substituted in my place and stead 
James Wilkinson for the purpose of having the stock held by 
the said Jones represented and voted at said meeting. 
Now, by virtue of the further power conferred upon me by 
the terms of said instrument, I hereby revoke all authority 
and power of the said Wilkinson, and substitute in his place 
and stead, and for the same purpose, George Walsh. 

Dated May 10, 1904. 

HENRY BROWN. 



This revocation should be presented to the Sec- 
retary prior to the opening of the meeting, if possibe, 
to enable him to prepare or correct his list: 

Form 44. — Proxy, Where Shares Owned by Estate of 
Deceased Person. 



Know All Men By These Presents, That we, A. J. Knox 
and B. R. Freer, Executors of the estate of H. F. Jensen, 
deceased, do hereby constitute and appoint F. E. Bunn our 
true and lawful attorney for us and in our name and stead,- 
to vote on all shares of stock standing in our name on the 
books of th Miarket Street Railway Company at a Special 
General Meeting of Stockholders of said Company, to be 
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held on the 15th day of May, 1904, and on any adjournment 
thereof, with full power of substitution and revocation. 

All other proxies are hereby revoked. 

Dated May 10, 1904. 

Estate of H. F. Jensen. 

A. J. KNOX, 

Executor. 

B. R. FREER, 

Executor. 
Witness : 

EVAN JACKSON. 



The same form is easily adaptable by guardians, 
trustees and pledgees. 

§ 52. Joint Proxies, 

Several stockholders may join in a proxy to one 
and the same person. A joint proxy may be as fol- 
lows: 

Form 45. 



Know All Men By These Presents, That we hereby con- 
stitute and appoint Henry Brown our attorney, for us and in 
our names, place and stead, to vote upon all the stock which 
now stands, or which may then stand in our respective names 
upon the books of the New Era Printing Company, a cor- 
poration, at the annual meeting of the stockholders of said 
corporation, to be held on the 15th day of May, 1904, at 10 
o'clock A. M., at the ofifice of said company, and at any meet- 
ing and place to which said annual meeting may be adjourned; 
hereby granting to our said attorney full power to act for 
us at said meeting, or meetings, and in our names and stead, 
to vote thereat, upon our said stock in the election oi 
directors, and in the transaction of any other or further busi- 
ness that may be brought before said meeting, or meetings. 
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as fully as we, and each of us, might or should do if personally 
present. 

E. P. JONES. 

M. L. BENNETT. 
Dated May 1, 1904. 



§ 53. Proxy to Vote Shares Owned by Corporations. 

A corporation owning shares of stock in another 
corporation is as much entitled to representation at 
meetirigs of the latter and to vote there^it as if the same 
shares were owned by a natural person. Such share- 
holding corporation may vote by an agent authorized to 
directly represent it, or by proxy. 

For convenience, and to avoid meetings of the 
Board of Directors to appoint an agent every time 
a meeting of the stockholders of the other corpora- 
tion is called, a general power of attorney is usually 
given to the attorney of the stockholding company, or 
some other ofificer, with respect to such shares. Such 
authority may be simple in form, or it may be a reg- 
ular and formal power of attorney, in legal effect, a 
proxy. Sometimes, however, the shareholding inter- 
ests beinig considerable, and the matter upon which 
the shares ajre to be voted being of great importance, 
special action is taken with reference thereto. The 
resolution of the Board of Directors may, in that case, 
be as follows : 

Form 46. — Proxy Given by Corporation Specific and 
Limited. 

Whereas, The Board of Directors of this Company did, 
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at a meeting of said Board, held on the 1st day of March, 
1904, adopt the following resolution : 

" Re&olved, That F. E. Bunn be, and he is hereby ap- 
pointed the agent of this company for the purpose of attending 
the meetings of stockhol(fers of any corporation whatsoever 
in which this company owns or holds, or may hereafter from 
time to time own or hold, any portion of its capital stock, and 
to vote the shares of this company upon all questions that may 
come before such meetings.'' 

And, Whereas, The aforesaid resolution has not been re- 
scinded or suspended, and since the date of its adoption has 
been, and is now, in full force. 

Now, Therefore, This corporation, The Excelsior Invest- 
ment company, acting by and through its Board of Directors, 
at a regular (or special) meeting, duly called and held on 
the 2nd day of January, 1904, does hereby constitute and 
appoint the said F. E. Bunn its true and lawful attorney, with 
full power of substitution and revocation, to represent it at 
a special meeting of the stockholders of the Central Railroad 
Company to be held on the 25th day of March, 1904, at 10 
o'clock A. M., for it and its name and stead, to vote at said 
meeting, and at any adjournments thereof, upon the stock 
standing in its name on the books of said company, upon 
which this corporation may be entitled to vote at the date ot 
said meeting, upon the business specified in the notice for 
said meeting, to wit : 

A proposition to increase the bonded indebtedness of said 
Company. 

And said F. £. Bunn is hereby instructed and required 
to vote in the negative upon said proposition, and to so vote 
upon all questions arising at said meeting as will militate 
against the adoption of said proposition, or of any prop- 
ositioa having the etfect to. increase the bonded indebtedness 
of said Company. 

Granting unto the said F. E. Bunn, subject to the fore- 
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going instruction and limitation, all the powers that this cor- 
poration possesses. 

.Witness our hands and seals of said Excelsior 
Investment Company, this the 10th day of 
March, 1904. 

JAMES L. RAY, 
(Corporate Seal) President. 

H. F. BUTTON, 

Secretary. 

And we hereby ceritify that the above is a true copy of 
a resolution adopted by the Board of Directors of said cor- 
poration. 

JAMES 1,. RAY, 
(Corporate Seal.) President 

H. F. BUTTON, 

Secretary. 



Form 47. — Instrument by Which Power to Substitute 
Exercised. 



I, John Finn, hereby constitute and appoint F. E. Bunn 
as iriy substitute under the power of substitution contained in 
the following proxies : (here insert description of proxies 
under which the proxy holder is exercising the power of sub- 
stitution), to vote on all shares of stock standing in the 
names of the above-mentioned persons (or corporations) on 
the books of the Market Street Railway Company, at a 
special (or general) meeting of the stockholders of said- Com- 
pany, to be held on the 15th day of May, 1904, and at any 
adjournment thereof, with the same powers, force and effect as 
if I were personally present and voting. 

Witness my hand th'is 10th day of May, 1904. 

JOHN FINN. 
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§ 54. Revocation of Proxies. 

A proxy may be revoked in two ways : (i) by 
sale Off! the stock and assignment of the certificate on 
the books of the company; or (2) by a formal revoca- 
tion in writing, filed with the Secretary; and a proxy 
will be revoked by either act, notwithstanding that 
by its terms it be irrevocable. 

As to respective voting rights of the parties to a 
transfer of stock, see § 164. 

By the second method, any proxy given to an in- 
dividual may be revoked specifically, or the revoca- 
tion may be in general terms and thus have the effect 
of revoking all outstanding proxies. For a general and 
sweeping revocation, the following, filed with the Sec- 
retary, will accomplish the desired purpose : 

Form 48. 



I hereby revoke and annul all proxies, whatever the form 
or name heretofore given by me as far as the same may 
authorize and empower any person or persons to represent 
me, vote in my name and stead, or to any extent, or in 
any wise act for me, at any meeting or meetings of the 
stockholders of the New Era Printing Company, a corpora- 
tion. 

E. P. JONES. 

Dated, Marcli 1, 1904. 



The revocation may be limited to one outstand- 
ing proxy, which would not affect another given to 
a different person to vote the same stock ; or it 
might be in the above general form, with a clause ex- 
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cepting the particular proxy which it was desired to 
continue in force. 

Though more proxies than one to vote the same 
stock may be outstanding, all may be revoked by the 
stockholder by one instrument. 



CHAPTER VI. 
By-Laws. 

55. Importance and Function of By-Laws. 

56. Definition and Essentials of Valid By-Laws. 

57. By-Laws Distinguished from Municipal Ordinances. 

58. Extent and Scope of By-Laws. 

59. By Whom Enacted, Amended and Repealed. 

60. By-Laws Informally Adopted. 

61. By-Laws of Mutual Benefit Society. 

62. Relation of By-Laws to Constitution of Corporation 

Not Organized for Profit. 

63. Adopting By-Laws Without Meeting. 

64. By-Laws Must Be Recorded. — How Book of By-Laws 

to Be Kept. 

65. Membership Chargeable with Notice of By-Law Pro- 

visions. 

66. By-Laws Not Binding upon Strangers to the Corpora- 

tion. 

67. Whether Notice of Intention to Amend Required. 

68. Enforcement of By-Laws. 

69. Power to Enforce Conditions. 

70. Regulations Not Formally Adopted. 

§ 55. Importance and Function of By-Laws. 

Next in importance to the articles or charter, as a 
constating instrument, is the code of by-laws. The 
by-laws occupy about the same relation to the articles 
that statutes hold to the constitution of a State. The 
articles define and limit the purpose of the corpora- 
tion, while the by-laws prescribe how the purpose is 
to be accomplished. While there is but little differ- 
ence as between different corporations, with respect 
to the essentials of efffective by-laws, yet in prac- 

127. 
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tice considerable difference of form, arrangement and 
phraseology is found ; and these are inevitabe Where 
it is attempted to make provision in detail for every 
contingency which may be presented in conducting the 
corporate business. 

The by-laws of a corporation are the rule of its 
life. It comes into being through some general or 
special statutes, with its articles, or charter, as the 
evidence of its existence ; and one of its necessary 
and inseparable incidents is the power to make by- 
Jaws, which become its private statutes for its own 
government, subject to certain general and well-es- 
tablished limitations to be presently discussed. By 
its by-laws the management of a corporation's affairs 
is regulated. They are adopted, in the first instance, 
by the members or stockholders of the corporation 
at a meeting, where, if all do not attend, all must 
at least have an opportunity to be present ; and, when 
adopted, they become as binding upon every 
member as the charter itself, into which they 
are written, as the corporation's rule of conduct. A 
corporation may begin to live the moment its char- 
ter issues, or its articles are filed in the proper 
offices, but it may not be able to act for the pur- 
poses of its creation until those to whom the fran- 
chises are given, and who make up its units, have 
agreed how it shall act, whait it shall do, and who siiall 
immediately conduct its affairs. 

By-laws having been once adopted, become the 
permanent rule to govern thd corporation's conduct, 
and every member or stockholder ought to be able to 
so regard them. 



BY LAWS. 129 

Too great care cannot be taken to avoid ambiguity, 
obscurity and prolixity in drafting by-laws. Many 
annoying disputes and much costly litigation have 
resulted from by-laws that were not easily under- 
stood. 

§ 56. Definition and Essentials of Valid By-Laws. 

By-laws are distinguishable from motions and res- 
olutions, the latter usually applying to particular 
exigencies. By-laws are also distinguishable from 
regulations. By-laws bind the members only, while 
a regulation, if reasonable, affects third persons, who, 
having notice of it, deal with the corporation. 

The most general limitations upon the power to 
enact and enforce by-laws are: that they must not 
be in conflict with the articles or general law, and that 
they must be reasonable and necessary ; that is, 
promotive of the aggregate interest of the member- 
ship, without an infringement of the legal rights of in- 
dividuals.^ 

The power to make by-laws is to make sucli as are 
not inconsistent with the constitution and the law ; 
and the power to alter has the same limit, so that 
no alteration could be made which would infringe a 
right already given and secured by the contract of the 
corporation.^ Treating the articles, or charter of a 
corporation as its constitution, a by-law may reg- 
ulate the exercise of power conferred by it, but can- 
not alter it.' 

Briefly stated, if a by-law is consistent with the 
purposes for which the corporation was created, is not 
in conflict with the law of the land, or contrary to 
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good morals, and is reasonable, in legal sense, in 
other words, is a reasonable regulation, it is valid. 
On the other hand, if it be repugnant to law, whether 
common or statutory, or the constitution of the State 
or of the United States, or to public policy or good 
morals, it is void. * 

"Whether a by-law be reasonable depends very 
much upon whether it is necessary. It is never neces- 
sary to seriously curtail the liberties of the stock- 
holders or members ; and a by-law which seeks to do 
so is yoid. 

The term "vested right" is often loosely used. In 
one sense every right is vested. If a man has a right 
at all, it must be vested in him ; otherwise, how could 
it be a right? The moment a contract is made, a 
right is vested in each party to have it remain un- 
altered', and to have it performed. The term, "vest- 
ed right," however, is properly used to designate a 
right which has become so fixed that it is not sub- 
ject to be divested without the consent' of the owner, 
as contra-distinguished fro'm rights which are subject 
to be divested without his consent. 

The question of what are vested rights, and, there- 
fore, exempt from the operation of by-laws, would 
require much space to discuss. At any rate, a by-law 
attempting to divest or disturb a vested right, or to 
impair the obligation of a contract, or to lessen the 
responsibility of the corporation to its members or 
stockholders, is, to that extent at least, void and of no 
effect.' 

Where a by-law enters into a contract and be- 
comes binding as a part thereof, a subsequent by-law 
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cannot destroy a right accrued under the contract by 
virtue of such existing by-law.' 

A by-law assuming to fix a shorter time for per- 
formance than that fixed by a subsisting contract, 
and declaring a forfeiture of all rights thereunder in 
case oif default, is of no effect.' But a by-law of a 
mutual benefit corporation which provides for the 
payment of a weekly sum to members in case of sick- 
ness, without specifying how long such payments shall 
continue, may be changed after sickness has com- 
menced, so as to limit the period such payments shall 
continue thereafter, but not so as to effect payments 
which have become due before the chango. * 

The same rule applies to by-laws unreasonably re- 
strictive, as is applicable to contracts in restraint of 
trade ; they are alike unenforceable.' But members 
of am incorporated business association can adopt a 
valid by-law binding its members not to abuse the 
right of membership by unfairly competing with the 
corporation in business. Thus, an incorporated board 
of trade may enforce a by-law prohibiting its mem- 
bers from gathering in any public place in the im- 
mediaite vicinity of its exchange room' before and after 
the times when the exchange room is open for 
general trading, and there forming a market for 
the purpose of trading for the future delivery of articles 
dealt in on the exchange.'"' And where a corporation 
has been formed for the purpose of supplying water 
for the use of owners of land within a particular dis- 
trict, its stockholders, all of whom are such land 
owners, may pass and enforce a by-law limiting the 
right to the use of the water to stockholders.^^ 
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§ 57. By-Laws Distinguished from Municipal Ordi- 
nances. 

Although the ordinances of a municipal corpora- 
tion were at a former period frequently called by- 
laws, there is a very wide difference between the 
ordlinances and by-laws. The former are binding 
upon all who happen to be within the territorial limits 
in which they operate, whether citizens or strangers, 
whether with or without actual notice, while the lat- 
ter derive their only force from assent and notice, actual 
or constructive.''^ 

§ 58. Extent and Scope of By-Laws. 

As to the extent to which by-law provisions should 
go into details and speciiications, much will depend 
upon the chaira'cter of the corporation, the nature of 
the business to be transacted, and the relation of the 
stockholders to each other. In the case of what is 
known as a "close" corporation, that is, a corpora- 
tion in which there are but a few large stockholders 
working together harmoniously, for instance, where a 
copartnership is incorporated in order to perpetuate 
the business and preserve the firm name, the simpler 
form may be used. On the other hand, if the corpora- 
tion be formed to carry on an extensive business, ex- 
tending over large territory, and covering various 
lines of business and having numerous stockhold- 
ers whose relations are not intimate, much friction, 
dissension and litigation may be avoided by a full 
elaboration of all important matters covered by the 
by-laws. 

In drafting a code of by-laws, while great care 
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should be taken to avoid ambiguity and obscurity, yet, 
as far as is consistent with perspicuity and complete- 
ness, the fewest possible words should be used. No 
doubt should remain as to the meaning. Discord and 
failure have frequently resulted from unskillfulness 
in preparing, and absence of due consideration in the 
adoption of, by-laws. In preparing and adopting them, 
the fact that the rights and duties of officers and 
stockholders are fully set forth in statutes should not 
stand in the way of such rights and duties being 
fully defined and covered in the by-laws, where the 
stockholders are widely scattered, or the business is 
done largely by agents, or the board of directors 
is numerically large, and are individually engaged in 
other business. It is better that the law governing 
corporations should be largely embodied in the com- 
pact form of by-laws than that the officers and mem- 
bers should be under the necessity of frequently hunt- 
ing up the law, or consulting attorneys. Two 
forms are here given, the one simple, the other 
containing provisions in extenso. In a small or close 
corporation, formed merely for superior convenience 
in carrying on a particular business, the stockhold- 
ers having been previously associated together in the 
same business, no by-laws are really needed, except 
as a formal compliance with the statute requiring 
the adoption of by-laws. In such cases, very brief 
by-laws, making the most general provisions, will be 
satisfactc«:y and answer every purpose. The two sets 
fcJlow : 
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Form 49. 

BY - LAWS 
of the 

n: era printing company, 

Adopted uy the Stockholders at their first meeting, 
January 15, 1904. 



ARTICLE I.— Stockholders' Meetings. 

The Annual Meeting of the stockholders of the Com- 
pany shall be held at the office of the Company at No. 50 
Printing House Square, in the City of Washington, D. C, on 
the second Monday in January in each year, at 10 A. M., 
for the purpose of the election of Directors and the transac- 
tion of such other business as may lawfully come before the 
meeting. The notice of such Annual Meeting shall be given 
to each stockholder of record appearing on the books of the 
corporation by sending through the Postoffice to their ad- 
dresses appearing on the books, at least five days prior 
to such meeting, a written or printed notice, signed by the 
Secretary, stating the time and place of the holding of such 
meeting. 

Special Meetings of the Stockholders other than those 
provided for or regulated by statute may be called by the 
Board of Directors and notice thereof shall be given in the 
same manner as is provided with respect to the Annual Meet- 
ings, and shall state the purpose for which such meetings 
are called. All meetings shall be held at the Company's 
office. 

ARTICLE II.— Board of Directors. 

Sec. 1. The Board of Directors shall consist of five 
stockholders. They shall be elected immediately after the 
adoption of these by-laws, and annually thereafter at the An- 
nual Meeting. 

Sec. 2. The Board of Directors shall have the manage- 
ment and control of the business of the corporation, and shall 
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employ such agents and servants as they may deem advisable, 
and fix . the rates of compensation of all officers, agents and 
employees. 

Sec. 3. Whenever any vacancies shall occur in the. Board 
of Directors, by death, resignation, or otherwise, the same 
shall be filled without undue delay by the majority vote by 
ballot by the remaining members of the- Board. The person 
so chosen shall hold the office until the next Annual Meeting, 
or until his successor is elected and qualified. 

Sec. 4. The Board of Directors shall meet at the office 
of the Company on the first Monday in each month, or at 
such time and in such places as they may by resolution de- 
termine. 

Sec. 5. The majority of the Directors shall constitute a 
quorum at all meetings of the Board. 

ARTICLE IIL— Officers. 

Sec. 1. The officers of the Company shall consist of Pres- 
iderit, Vice-President, Secretary and Treasurer. The office 
of Secretary and Treasurer may be held by the same person. 
The officers shall be elected by the Board of Directors by a 
majority vote of the whole number of Directors. The first 
election shall be held immediately after the organization ot 
the Board of Directors. Subsequent elections shall be held 
annually on the day of the Regular Meeting of the Board 
of Directors next ensuing the Annual Election, the day to be 
fixed by resolution of the Board of Directors. 

Sec. 2. In case of death, resignation or removal of any 
officer of this Company, the Board of Directors shall cause the 
election of his successor, who shall hold his office by like temire 
for the unexpired term. 

ARTICLE IV.— Amendments. 

These by-laws may be amended, added to or altered by 
a two-thirds vote of all the Directors at any meeting, or by 
a majority vote of the stockholders at any Annual Meeting 
called for the puj-pose, but no by-laws regulating the elec- 
tion of directors or officers of the Company shall be made 
within thirty days before any election of the Company. 
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Form 50. — Elaborate By-Laws for Ordinary Business 
Corporations. 



ARTICLE I. 
Meeting of Stockholders. 

Section 1. The Annual Meeting of the stockholders of 
this corporation for the election of the directors or other 
purposes shall be held at the office of this corporation in 

the City of , in the County of 

State of , on the second Saturday of Jan- 

ury of each year ; and Special Meetings of Stockholders may 
be called by the President, Vice-President, or by a majority 
of the directors, or by stockholders holding at least one-third 
of the subscribed capital stock of this corporation. Special 
Meetings of Stockholders shall be held at the office of this cor- 
poration in said City of 

Sec. 2. The call for the Annual Meetings of Stockholders 
shall be given by either the President, Vice-President, or Sec- 
retary of this corporation, and two weeks' notice of such meet- 
ings shall be given by advertisement in two daily and one 
weekly newspaper published in the said City of 

Sec. 3. The call for such Special Meetings of Stockhold- 
ers shall be given by the President, Secretary, a majority of 
the Board of Directors, or the stockholders representing one- 
third of the capital stock of the corporation, and two weeks' 
notice shall be given thereof by advertisement in two daily 
and one weekly newspaper published in the said City of 
; also by personal notice mailed to the ad- 
dress of each and every stockholder appearing on the books 
of this corporation ; said notice to be mailed, postage pre- 
paid, at least five days, including Sundays and holidays, before 
the date fixed for said meeting. 

Sec. 4. At all meetings of stockholders the President, or, 
in his absence, the Vice-President, and should he be absent 
also, any director appointed by the stockholders at the meet- 
ing, present, shall preside. 
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Sec. 5. At all meetings of stockholders, the stockholders 
representing or holding a majority of the subscribed capital 
stock shall constitute a quorum for the transaction of busi- 
ness at such stockholders' meeting ; and every decision 
of a majority of said stockholders holding a majority of 
said subscribed capital stock, duly assembled at such stock- 
holders' meeting, shall be valid as an act of such meeting. 

ARTICLE n. 
Manner of C5onducting Annual Meetings of Stockholders. 

Section 1. As soon as the Annual Meeting of Stockhold- 
ers shall have been organized, the President, or, in case of 
his absence, the Vice-President, shall submit his report to 
the stockholders, which report shall give a full statement ot 
the affairs of the corporation, of any suggestions and recom- 
mendations as to the future conduct of the affairs of the cor- 
poration, and of such other matters which might be of interest 
to the corporation and the stockholders. 

Sec. 2. After the reading and submission of the report 
above mentioned, the stockholders shall take action thereon. 
They may adopt the whole or any part of the same, and 
may also reject the whole or any part thereof. Whatever ac- 
tion the stockholders at such meeting may take upon said 
report, or whatever recommendation the stockholders at 
such meeting may make upon any matters concerning the 
affairs of this corporation, shall be a guide and an instruction 
to the Board of Directors, and the Board of Directors shall 
see that such action and recommendation are followed and car- 
ried out. 

Sec. 3. After the business mentioned in Section 3 of this 
Article shall have been finished, any stockholder may propose 
an alteration, amendment or repeal of, or supplemental to the 
by-laws. Before any action on such alteration, amendment, 
repeal or supplement can be taken, the stockholder so pro- 
posing the same shall have the proposed alteration, amend- 
ment, repeal, or supplement reduced to writing, and with 
his name subscribed thereto as the originator thereof, file the 
same with the Secretary of this corporation, who shall have 
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ai least ten minutes' notice thereof before the stockholders 
take action upon the same. The Secretary shall thereafter 
read the proposed alteration, amendment, repeal or supple- 
ment to the stockholders at such meetings at length, and the 
same shall then be acted upon at such meeting; and a de- 
cision of the majority of the subscribed capital stock rep- 
resented, either in person or by proxy, in writing, shall be a 
valid and binding act upon such proposed alteration, amend- 
ment, repeal or supplement. 

Sec. 4. The next order of business shall be the election 
of Directors. The Directors elected at such election shall 
assume their duties and qualify as such at the first regular 
meeting of the Directors succeeding such election of Directors, 
and shall hold their offices for one year, and until their suc- 
cessors are elected and qualified. 

Sec. 5. After the election of Directors, other matters may 
be acted upon. 

Sec. 6. The mode of voting by proxy and voting for any 
purpose, as prescribed by the statutes of this State on that 
subject, shall be followed so far as practicable, the same 
now in force being as follows : 

Here insert the statute or Code provisions governing 

subject, thus : Section of an Act approved 

day of , 18 reads as follows: (inserting 

it) ; Section of the same Act reads as follows : 

(inserting it) ; or Section of the Civil Code of 

this State reads as follows : (inserting it) ; Section 

of the same Code reads as follows: (inserting it), etc. 

Sec. 7. The persons named in the Articles of Incorpora- 
tion as the Directors appointed for the first year shall hold 
their offices until after the first annual meeting for the elec- 
tion of Directors to be held this day, and the newly elect- 
ed Directors shall have qualified and shall assume their duties 
as prescribed by Section 4 of this Article.. 

ARTICLE III. 
Directors. 

Section 1. The corporate powers, business and property 
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of this corporation shall be exercised, conducted and con- 
trolled by a Board of nine Directors, to be elected from among 
the holders of stock. All the Directors shall be citizens of 
this State, and every Director must be a holder of stock of 
this corporation in the amount of twenty-five shares of the 
capital stock of this corporation. Five Directors shall con- 
stitute a quorum for the exercise, conduct and control of the 
powers, business and property of this corporation ; and un- 
less a quorum is present and acting, no business performed or 
act done is valid as an act of this corporation. Whenever a 
vacancy occurs in the office of Director, such vacancy shall be 
filled by an appointee of the Board. 

Sec. 2. Immediately upon the adoption of these By-Laws, 
the Directors elected thereafter, and each year at the time 
of the first regular meeting of Dirctors succeeding the annual 
meetings for the election of Directors, the Directors elected 
shall organize by the election of a President and a 
Vice-President, of whom both must be of their num- 
ber, a Secretary and a Treasurer. (The Secretary need 
not be, but^Rie Treasurer must be a stockholder of 
this corporation, "^sFVthe Treasurer must give a bond 
in an amount to be fixed by the Board of Directors, and tht 
bond must be approved by such Board. 

Sec. 3. Regular meetings of the Board of Directors shall 
be held at the office of this corporation in the said City of 

, on the first Monday of each month, at 

10 o'clock A, M., and no notice of such meeting need be given 
to the Directors, but they shall take official notice of the time 
of the holding thereof. 

Sec. 4. Special meetings of the Board of Directors may 
be held at any time upon the call of the President, or, in his 
absence or unwillingness to make such call, upon the call of 
the Vice-President, and should he be also absent or unwilling 
to make such a call, upon the call of three Directors. Notice 
thereof of at least two days, if personal, shall be given to 
the Directors ; and such notices shall be in writing, signed 
by either the President, Vice-President, Secretary, or the 
Directors making such call. Service of notice may also be 
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made by the Secretary addressing such notice to each Director 
at his postoffice address, and depositing said notice so ad- 
dressed in the United States Postoffice in said City of , 

the postage to be prepaid thereon, at least three days before the 
day fixed for said meeting. 

Sec. 5. At all meetings of the Directors, the President 
shall preside ; in his , absence the Vice-President shall preside, 
and should he also be absent, the Director who may at such 
meeting be appointed by the Directors present to act as Presi- 
dent pro tem. shall preside. 

Sec. 6. A majority of the Directors is a sufficient number 
to form a Board for the transaction of business, and every 
decision of a majority of Directors forming such Board, made 
when duly assembled, is valid as a corporate act. 

Sec. 7. The Directors shall have full power and authority 
to execute promissory notes of the corporation, with or with- 
out interest, and at such rate of interest as they may deter- 
mine ; they may execute interest-bearing bonds of this cor- 
poration, the amount and rate of interest of said bonds and 
notes, and the time when payable, to be left in their discre- 
tion, and secure the payment of any such promissory notes 
and bonds by mortgage upon the property of the corporation, 
such mortageges and bonds to be with or without stringent 
clauses, and clauses for attorney's fees and other matters, all at 
their discretion. They shall have full power and authority to 
purchase, sell and let real and personal property, (or whatever 
the general purposes of the corporation, as set forth in the 
articles, which may be very properly here copied in full), and 
to that end, and to do and perform all other acts as are 
stated in the articles of incorporation in that clause thereof 
giving the purpose for which this corporation is formed, and 
perform and transact all other business and acts which this 
corporation, by the laws of this State, is permitted to transact 
and perform. 

Sec. 7. The Directors shall have power to employ en- 
gineers, attorneys, superintendents, and such other subordinate 
officers, agents and laborers as in their judgment the business 
of this corporation may require, prescribe their duties, and 
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allow them suitable compensations, and the power given to 
corporations by the statutes of this State, are hereby delegated 
to and conferred upon them. 

ARTICLE IV. 
Duties of the President and Vice-President. 
Section 1. The President, or in his absence the Vice-Pres- 
ident, shall sign all certificates of stock, preside at all meet- 
ings of stockholders and Board of Directors, and shall do, 
perform and render such acts and services as the Board of 
Directors shall prescribe and require, and shall receive such 
compensation for services as may be fixed by the Directors. 
Such compensation may be increased or diminished at any time, 
at the will and pleasure of the Directors. 

ARTICLE V. 
Duties of the Secretary. 

Section 1. The Secretary shall countersign all certificates 
of stock, be the custodian of the seal of the corporation, and 
affix the same to all certificates of stock, papers and instru- / 
ments requiring such seal; he shall keep the minutes and rec- 
ords of this corporation, the books prescribed by the statutes 
of this State, and such other books as the directors may re- , 
quire to be kept by him. He shall attend all meetings of 
directors and stockholders and render such other services 
as the directors may impose upon him. He shall hold his 
position during the pleasure of the directors. His compensa- 
tion shaH be fixed by the directors, and the same may be in- 
creased or diminished at the pleasure of the directors. ^ hfijfu 
ARTICLE VI. (M^^'^ f 

Duties of Treasurer. 

Section 1. The Treasurer shall perform such duties as the 
Directors may impose upon him. He shall report the state 
of the finances of the corporation at each monthly meeting of 
the Directors, and at each annual meeting of the stockhold- 
ers. He shall hold his office at the pleasure of the Directors, 
and may be removed whenever they determine upon such re- 
moval. He shall receive such compensation as the Directors 
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may allow, which may be ihcreased or diminished at their 
pleasure, 

ARTICLE VII. 
Miscellaneous Matters.. 

Section 1. Certificates of stock shall be issued to the 
stockholders whenever and upon such terms and conditions 
as may be determined upon by the Directors. 

Sec. 2. The by-laws may be altered, amended or repealed 
at any of the regular or special meetings of the stockholders. 
Should any alteration, amendment or repeal be contemplated 
at any of the regular meetings, no notice of such alteration, 
amendment or repeal need be given; but if contemplated at 
any of the special meetings, notice thereof must be given 
in the same manner and for the same time as required for 
annual meetings of stockholders. 

Sec. 3. Every Director shall be allowed the sum of $5.00 
per day and his legitimate expenses for each day while ac- 
tively engaged in the affairs of the corporation. 

Sec. 4. At all Directors' and stockholders' meetings, 
Cushing's Manual shall establish the rule of procedure unless 
otherwise provided by these by-laws. 



The foregoing are forms of the by-laws as adopted 
before entry in the Book of By-Laws. When enter- 
ed, a certificate should be appended, signed by the 
Directors and attested by the Secretary, under the cor- 
porate, seal, as follows : 

Form 51. — Certificate to By-Laws. 



We, the undersigned Directors of the 

Company, do hereby certify that the above 

and foregoing by-laws, which appear in this by-law book, are 
the full, true and correct by-laws of said company as adopted 
at a meetinE of the stockholders thereof, held for that pur- 
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pose, after due notice given therefor on the 15th day of 
March, A. D. 1904. 

In Witness Whereof, we have hereunto affixed 
our hands and caused the seal of said cor- 
poration to be affixed thereto. 
E. P. JONES, 
M. L. BENNETT, 
JAMES WILLARD, 
ASA ROBERTS, 
A. J. KNOX, 
JOHN GOODE, 
ROBERT LAIRD, 
EZRA HALL, 
L. L. SIMS, 

Directors. 



Attest ; 



(Corporate Seal.) 



J. F. WESTON, 

Secretary. 



Form 52. 



BY-LAWS 

of a 

CO-OPERATIVE ASSOCIATION. 



ARTICLE I. 
Name. 
The name of the Association shall be the "Advance Co- 
operative Bakery." 

ARTICLE II. 
Corporate Powers. 
The corporate powers of this Association shall be vested 
in a Board of seven Directors, who shall be members in good 
standing, holding membership certificates in the Association, 
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and four Directors shall constitute a quorum for the transac- 
tion of business. 

ARTICLE IIL 
Objects. 
The objects of this Association are the economical, in- 
tellectual and moral elevation of the working classes in gen- 
eral by co-operative enterprises, and to further the inter- 
ests of organized labor especially, and such other objects 
as are stated in the Articles of Incorporation of this AssO" 
ciation. 

ARTICLE IV. 
Membership. 
Any person is eligible to membership in this Association 
who is a member in good standing of a trades union at the 
time of his application, or who is known to uphold the in- 
terests of the working classes and who, upon written appli- 
cation, has received three-fourths of the votes of mem- 
bers present at a regular or special meeting of the Asso- 
ciation. 

ARTICLE V. 
Election of Directors. 
The Directors shall be elected by ballot, at the quar- 
terly meetings of the Association, to be held on the 

day of July of each year, to serve tor a year and until their 
successors are elected. Their term of office shall begin imme- 
diately after election. 

ARTICLE VI. 
Vacancies. 
Vacancies in the Board of Directors shall be filled by 
the other Directors in office ; and such persons shall hold 
office until the first meeting of the Association thereafter. Any 
Director may be removed from office by a two-thirds vote ot 
the members present at any quarterly meeting or special meet- 
ing called for that purpose. 

ARTICLE VII. 
Power of Directors. 
The Directors shall have power : 
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1. To call special meetings of the Association when 
they deem it necessary. And they shall call a meeting 
at any time upon the written request of one-third of the 
members. 

2. To appoint and remove at pleasure, by or with the 
consent or upon the recommendation of the Manager, all 
officers, agents and employees of the Association, other than 
the Manager, prescribe their duties, fix their compensation, 
and require from them security for faithful service. 

3. To conduct, manage and control the affairs and busi- 
ness of the corporation, and to make rules and regulations, 

not inconsistent with the laws of the State of or 

the By-Laws oi the corporation, for the guidance of offi- 
cers and management of the affairs of the Association. 

4. To incur indebtedness. The terms and amount of 
such indebtedness shall be entered on the minutes of the Board, 
and the note or obligation, if any, given for the same, signed 
officially by the Manager and Secretary, shall be binding on 
the Association. 

ARTICLE VIIL 
Duties of Directors, 

It shall be the duty of the Directors : 

1. To caiise to be kept a complete record and minutes 
of all their acts and proceedings and of the proceedings of 
the Association, and present a full statement at the reg- 
ular quarterly meeting of the Association, showing in de- 
tail the assets and liabilities of the Association, and gener- 
ally the condition of its affairs. A similar statement shall be 
presented at any other meeting of the Association when 
thereto requested by one-half of the members of the Asso- 
ciation. 

3. To recommend to the Association that dividends be 
declared out of the surplus profits when such profits shall, in 
the opinion of the Directors, warrant the same. 

3. To supervise all officers, agents and employees, and 
see that their duties are properly performed; to cause to be 
issued to the members Certificates of Membership. 
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ARTICLE IX. 
Officers. 

The officers shall consist of a President, Secretary, Treas- 
urer and Manager. The President shall be elected at the open- 
ing of each meeting of the Board of Directors, and shall hold 
office until the opening of the succeeding meeting of the 
Board of Directors, and no longer, unless re-elected. The 
Secretary and Treasurer shall be elected and hold office at the 
pleasure of the Board of Directors. The Manager shall be 
elected by the Association at its regular quarterly meetings to 
be held on the second Saturdays of January and July of each 
year. The Board of Directors may, in their discretion, elect 
or appoint such officers as in their judgment may be deemed 
necessary, which- said officers shall hold office during the pleas- 
ure of said Board. 

ARTICLE X. 
President. 

The Board of Directors shall, at their regular meeting, 
elect one of their number to act as President, and if at any time 
the President shall be unable to act the Manager shall take his 
place and perform his duties; the President or officer acting as 
such as above provided: 

1. Shall preside over all meetings of the Association and 
Directors and shall have the casting vote. 

2. He shall sign, as President, all Certificsites of Member- 
ship; also all contracts and other instruments of writing which 
shall have first been approved by the Board of Directors, and 
shall draw checks upon the Treasurer when thereto directed by 
the Board of Directors. 

3. He shall call the Directors together whenever^ he 
deems it necessary, and shall have subject to the advice ol 
the Directors, direction of the affairs of the Association, other 
than those entrusted to 'the Manager, and generally shall dis- 
charge such other duties as may be required by him by the 
Board of Directors. 

ARTICLE XI. 
Secretary. 
The Board of Directors shall elect a Secretary. 
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1. It shall be the duty of the Secretary to keep a record 
of the proceedings of the Board of Directors and of the As 
sociation. 

8. He shall keep the corporate seal of the Association and 
the book of blank Certificates of Membership, fill and coun- 
tersign all certificates issued, and make the corresponding 
entries in the margin of such book on such issuance ; and 
he shall affix said corporate seal to all papers requiring a 
seal. 

3. He shall keep a proper membership book, showing 
the date and number of each certificate of membership and 
to whom issued, and the facts and date of forfeiture, can- 
cellation, or other final disposition of such certificate. 

4. He shall keep proper account books, countersign all 
checks drawn upon the Treasurer, and discharge such other 
duties as pertain to his office and as are prescribed by the Board 
of Directors. 

5. He shall serve, or cause to be served, all notices re- 
quired to be served by law or the By-Laws of the Associa- 
tion ; and in case of his absence, inability, refusal or neglect 
so to do, then such notices may be served by any member di- 
rected by the President. 

ARTICLE XI. 
Treasurer. 

1. The Treasurer shall receive and account for all the 
funds of the Association, and, so far as practicable, shall de- 
posit the same in some bank designated by the Board of Di- 
rectors as a depositary, and pay them out, or cause them to be 
paid from the depositary, only on the check of the President, 
countersigned by the Secretary. 

2. At each quarterly meeting of the Association he shall 
submit, for the information of the members a complete state- 
ment of his acounts for the past quarter. He shall discharge 
such other duties pertaining to his office as shall be prescribed 
by the Board) of Directors, and shall give a good and suf- 
ficient bond in such amount as may be fixed by the Board of 
Directors. 
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ARTICLE XIL 
Manager. 
The Manager shall hold office for the period of six months 
after his election, and until the election and qualification of 
his successor. He shall not be removed from office except by 
the Association, at a regular meeting, or special meeting called 
for that purpose, or for the purpose of considering any ap- 
peal by him from any order of suspension made by the Board 
of Directors. The Board of Directors may, for good and suffi- 
sient cause, suspend the Manager from office. Upon such sus- 
pension' the Board of Directors, or some persons designated 
by them, shall perform the duties of Manager until such sus- 
pension is. removed or a new manager elected. The Manager 
may appeal to the Association from such order of suspension 
and such appeal shall be heard and determined t>y the Asso- 
ciation at its next regular or special meeting, and witnesses 
may be called and evidence submitted upon the merits of 
the suspension. Upon such hearing the Association may 
affirm such suspension and remove the Manager from office and 
elect his successor or may reverse such suspension and restore 
him to his office. 

It shall be the duty of the Manager : 

1. To control and direct all labor, and the transaction and 
operation of the business generally, including the purchase 
of necessary material and supplies. The Manager may or 
may not be a member of the Board of Directors. 

2. To make requisitions upon the Board of Directors for 
necessary funds, stating in general the objects for which the 
fund's are required, and upon such requisition the Board of 
Directors shall order such funds paid to him by the Treas- 
urer in the usual manner, the amount thereof, however, not 
to exceed at any time one-half of the amount of the bond 
to be given by the Manager. The Manager shall give a good 
and sufficient bond, approved by the Board of Directors, for 
the faithful performance of his duties in such amount as the 
Board of Directors shall determine. 

3. As far as practicable to make monthly returns to the 
Board of Directors of all expenditures, with necessary vouchers 
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and a general statement of the condition of the business and 
affairs under his supervision. 

ARTICLE XIII. 
Books and Papers. 

The books and such papers as may be placed on file b> 
vote of the Association or Directors, shall at all times in busi- 
ness hours, in the presence of a majority of the Board of Di- 
rectors, and not otherwise, be subject to the inspection of any 
member of the Association. 

ARTICLE XIV. 
Certificate of Membership. 

Certificates of membership shall be of such form and de- 
vice as the Board of Directors may elect, and each certificate 
shall be signed by the President and countersigned by the Sec- 
retary, and express on its face its number, date of issuance, and 
the person to whom it is issued, and shall bear the corporate 
seal of the Association. 

The Certificate Book shall contain a margin, on which shall 
be entered the number, date, and the name of the person ex- 
pressed in the corresponding certificate. 

ARTICLE XV. 
Meetings. 

1. The Association shall meet quarterly, in regular ses- 
sion, and such meetings shall be held in the City of 

County of , on the second Saturdays of the months of 

July, October, January and April of each year, and shall be 
called by a printed notice signed by the President and Secretary 
and served in the manner hereinafter directed for the service 
of notices, to each and all of the members of the Association. 
Such service shall be made at least seven days prior to the day 
set for the meeting of the Association, and shall specifically 
state the hour and place of meeting. 

2. No meeting of the Association shall be competent to 
transact business unless one-fourth of all of the members of 
the Association are present; but a less number may adjourn 
from day to diy or until such time as may be deemed proper. 
One-fourth of all the members of the Association shall consti- 
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tute a quorum for the transaction of business, except where 
otherwise provided by law or these By-Laws. 

3. The Board of Directors shall meet in regular ses- 
sion on the second and fourth Saturdays of each month, 
at 7 o'clock P. M., at such place as may be designated or se- 
lected by the Board of Directors, as the regular meeting 
place of said Board, and notice of such meeting is hereby dis- 
pensed with. 

4. The President, or three of the Directors, may call, or 
cause to be called, special meetings of the Directors at any 
time, and notice shall be given of such called meeting by leav- 
ing a written or printed notice at, or by mailing the same 
to, the last known place of business or of residence of each 
Director, at leas;t two days before the holding of said meet- 
ing ; provided, however, that whenever all of the Directors 
are present at any meeting, however called, or consent in 
writing that such meeting be held, the proceedings thereat shall 
be as valid as through previous written notice aforesaid had 
been given. 

5. Special meetings of the Association may be called by 
the President whenever he may deem it expedient, and he 
shall call such meetings when requested to do so in writing, 
by at least one-third of the membership of the Association. 
Notice of special meetings of the Association shall be given 
by the President, or, at his request, by the Secretary, or per- 
sonal service, (as provided in the following paragraph) of such 
notice, at least seven days before the day of meeting, upon each 
of the members. 

6. Service of notice upon any director ' or member may 
be effected by depositing a written or printed copy of such 

notice in the United States Post Office of the City of 

in the State of under cover and sealed, 

postage prepaid, addressed to each of such members or direct- 
ors, the length of time prior to the day of meeting thereby called 
as required by these By-Laws, and the certificate of the Presi- 
dent or of the Secretary giving such notice shall be conclusive 
as to the fact of service. 

7. No person shall be competent to sit or act in any 
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meeting of the Association or to be a member of the Board 
of Directors, who has not paid his membership fee and re- 
ceived his Certificate of Membership, or who shall be in 
default for non-payment of any call made upon him as herein- 
after stated. 

ARTICLE XVI. 
Manner of Election and Voting. 

At all meetings of the Association, each member, qualified 
as stated in the last Article, shall be entitled to vote upon all 
propositions coming before said Association, provided that no 
voting by proxy shall be permitted, and no member shall be en- 
titled to vote without being actually present at such meeting at 
the time of voting. 

The ballot or votes at elections of directors or other offi- 
cers shall have written or printed thereon the names of the per- 
sons selected by the voter. All such elections shall be by secret 
ballot. Tellers shall be appointed by the President or presid- 
ing officer of the meeting, on such announcement being made, 
shall declare the person receiving the highest number of votes 
to be elected as such director or other officr, and such dec- 
laration shall be entered upon the minutes of the meeting. No 
cumulative voting shall be permitted, and such member of the 
Association shall have but one vote for each director or officer 
to be elected. 

ARTICLE XVIL 
Seal. 

The Association shall have a common seal, consisting of 
a circle having on its circumference and face the words, "Ad- 
vance Cooperative Bakery, , incorporated 

July 18, 1901." 

ARTICLE XVIIL 
Amendments. 

The By-Laws may be repealed or amended, or new By- 
Laws may be adopted at any regular meeting of the Asso- 
ciation or at any other meeting called for that purpose, by 
a vote of not less than two-thirds of the members of the Asso* 
elation. 
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ARTICLE XIX. 
Meoibership Fe«. 

Tlje rnembef^jjfp fee is and shall be $6.00, and shall ac- 
company the written application for membership. For the pur- 
pose of paying expenses, coaducting business, and paying 
debts, and not otherwise, tbe Asspcijtion may, at any quar- 
terly njeefing, or at any special meeting called for that pur- 
pose, call tipon each mejjiber for s^-id amount, not exceed- 
ing $5.00 in any rnoiith, as will be necessary to meet the 
then present exigency, and no more ; provided, that all such 
caljs shall not exceed, in the aggregate, the sum of $45.00 
in addition to the membership fee; and provided, further, 
that any mepiber may, lyitb the consent of the Board of Di- 
rectors, apply the full amosint of $45.00 in addition to the 
membership fee, into the Assopi?tion and shall thenceforth 
be exenjpt from all such ealls; and, in such case, the Board 
of Directors may allow to such member interest or profit on 
said money in such amount as they may consider just or 
the condition of the business will permit. No such call 
shall be made or levied at any meeting, regular or st>ecial, 
unless a majority of all the members of the Association are 
present, 

ARTICLE XX. 
Enforcement of Calls. 

When any call shall be made as provided in the last Ar- 
ticle, notice thereof shall forthwith be given to each mem- 
ber in the same manner as provided for the service of other 
notices, and such notice shall designate a time not less than 
ten days from the date of service of said notice, when such 
call shall become delinquent; and, if payment of such call 
be not made before the expiration of said time, said call shall 
thereupon become delinquent, and said member shall be in 
default for non-payment thereof. In case default shall be 
made in the payment of any such call, notice of such de- 
fault or delinquency shall be given, which notice shall be 
served in the usual manner, requiring the payment of the 
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acioupt of such c?ill within five dfiys from the date of ser- 
vice of said notice, and said notice shall specify the last <3ay 
on which such payment can bg made, and shall further state, 
that unless payment be made before the expiration of such 
last day, the membership of such delinquent member 
shall be forfeited without any further action of thp As- 
sociation or Board of Directors, and that his membership 
certificate shall thereupon be cancelled upon the books of 
the Association; and, if such payment be not so made, said 
m;embership shall stand forfeited and certificate cancelled ; 
provided, however, that any member whose membership has 
been forfeited and membership cancelled as aforesaid, may, 
within six months from the date of such forfeiture, pay to the 
Association the amount of such call, and all intermedate calls 
that may be made, together with ten per cent of the amount 
of all such calls in addition thereof, and upon such payment he 
shall be restored to all his rights as a member of this Associa- 
tion. If such payments be not made within said time, said 
member shall thenceforth have no further interest in or connec- 
tion with said Association. During said period of six months, 
said member shall have no rights or voice in any of the affairs 
of the Association. 

ARTICLE XXI. 
Expulsion. 

If the conduct of any member has been injurious to the 
Association, the Board of Directors, after citing said mem- 
ber, with seven days' notice of hearing, have full power to 
expel said member, and he shall be and is expelled after be- 
ing so declared, but said member shaH have the right to re- 
fuse to draw out his interest, and may appeal to the Associa- 
tion, at its first regular meeting thereafter, from the action 
of said Board of Directors, and ask that he be reinstated. If 
the Association, by a majority vote of those present, disapprovp 
of the action of the Board, he shall be reinstated. If expelled, 
and not reinstated as prescribed, his interest in said Associa- 
tion shall be appraised by the Board of Directors, and sfcall be 
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awarded paid, or delivered to him within forty days after such 
expulsion, or determination of his appeal. 

ARTICLE XXIL 
Death and Resignation. 

The Directors shall determine upon the mode and manner 
of the settlement of a deceased member's account and the 
appraisement and time of payment in such cases. The Board 
may also provide for the mode and manner of succession of 
membership and transfer of membership certificates, provided 
that no transfer of membership certificates shall be binding upon 
th Association unless the person to whom such membership 
certificate was transferred shall make application for mem- 
bership in the Association in the usuaL manner and be balloted 
for and elected in the same manner as upon the election of 
new members. 

ARTICLE XXIII. 
Profits. 

A possible overplus in the business shall be used, one-half 
for the extension of the business, one-fourth for the moral, 
physical and intellectual elevation and welfare of Trades Unions 
and labor in general, and one-fourth for the general welfare 
of the members of the Association. The Association may, 
at any regular meeting, upon the recommendation of the 
Biiard of Directors, declare a dividend and direct that such 
profits be paid or used in the proportions above stated. 
Except as to that portion of the profits to be paid to the 
members of the Association, the Board of Directors shall 
have the power to designate in what manner and for the 
benefit of what association or person, such profits shall be 
used. 



KNOW ALL MEN BY THESE PRESENTS : 

That we, the undersigned, being all of the members of 
the Advance Co-operative Bakery, hereby assent to the fore- 
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going By-Laws, and adopt the same as the By-Laws of said 
Association. 

In Witness Whereof, we have hereunto sub- 
scribed our names, this 15th day of May, 
1904. 

W. R. BENT, 
BNOS RASSIER, 
THOMAS REID, 
GEORGE STANNARD, 
H. L. HENRICHSEN, 
LOUIS LOEB, , 
PETER KEITHLEY, 

Members. 



KNOW ALL MEN BY THESE PRESENTS: 

That we, the undersigned. Directors and Members of the 
Association known as the "Advance Co-operative Bakery," 
do hereby certify that the above and foregoing By-Laws were 
duly adopted as the By-Laws of said Association on the 15th 
day of May, 1904, and that the same do now constitute the By- 
Laws of said Association. 

(Names as above.) 
Attest : 

E. J. RUNYON, 
Secretary. 

(Corporate Seal.) 



§ 59. By Whom Enacted, Amended and Repealed. 

The primary source of all authority in a corpora- 
tion being the members at large, they alone have au- 
thority to enact by-laws, in the absence of a provision 
in the general law, or in the charter, placing it in 
the hands of a select body, for instance, the Board of 
Directors. The members or stockholders may, in 
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some of the States, confer upon the directors power 
to amend the by-laws ; and this necessarily carries 
with it authority to enact new ones. Where, how- 
ever, power to make by-laws on specified subjects is 
thus conferred upon the directors, either directly by 
law or through the membership, such by-laws must 
be confined to the subjects embraced within the scope 
of that authority. The body of members at large re- 
tains incidental power to make by-laws as to mat- 
ters not so specified. And even though authority to 
alter or amend by-laws may be conferred upon a board 
of directors, they have no power to repeal, alter or 
disregard a by-law containing a limitation upon 
their power. Aside from such instances of specially 
delegated powers, the general rule is that the 
same body which enacts a by-law has power to repeal 
it, in the same manner and by the same vote as that by 
which it was enacted. 

But not even the membership have power to alter 
a by-law to the extent of affecting the contracted rel- 
ative value of a share, reserved when the share was 
sold to the stockholder, so as to enter into and form 
a part of the contract. An alteration is a pro tanto 
repeal ; but no corporation can repeal a by-law so as 
to impair rights which have been given and become 
vested by virtue of the by-laws afterwards attempt- 
ed to be repealed.^' The alteration of a by-law is but 
the making of another upon the same matter. If the 
first must be reasonable and in accord with principles 
of law, so must that which alters it. If, then, 
the power is reserved to alter, amend, or repeal, 
and that reservation enters into a contract, the power 
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reserved is to pass reasonable by-laws agreeable to 
law. But a by-law that will disturb a vested right is 
not such.^* 

As previously stated, it is the exclusive province 
of the highest authority in a corporation to enact bv- 
laws ; and in the absence of a statute authorizing 
directors to enact by-laws, the power can only be 
exercised by stockholders in a capital stock corpora- 
tion, and by the members in a corporation organized 
for other purpose than for profit.^^ Nor does a stat- 
ute placing the affairs of corporations under the man- 
agement of their directors alone give the directors 
power to pass by-laws.^* The foregoing principle has 
no application, however, where the directors unani- 
mously adopting a code of by-laws, as such, own all 
the stock, since mere informalities will be disregard- 
ed.^' And the same principle would apply where direc- 
tors adopting by-laws of a corporation organized 
not for profit constitute the entire membership. And, 
in general, it may be stated that where the persons 
adopting by-laws have authority to adopt them, it is 
immaterial in what name they do it. 

Under the statutes of several States, the Board of 
Directors may amend the by-laws upon a resolution in 
writing, signed by a certain proportion of the stock- 
holders without a meeting of the latter. Such resolution 
may be in the following form : 
Form S3. 

• •••••■••••••••••••••••"•■ ••• •*• ••• •■•■•••••••••■••••••■••••«« #1 

Resolved, that Section of Article 

of the By-Laws of the New Era Printing Company Se amended, 
so that as amended it shall read as follows : 

(Insert the section as amended. 



158 MANUAL OF CORPORAL MANAGEMENT. 

And be it further resolved that the Board of Directors 
of said corporation be and they are hereby requested, directed 
and authorized to make said amendment, and that this resolu- 
tion, with our signatures, representing two-thirds of the sub- 
scribed capital stock of said corporation, be presented said 
Board for that purpose. 
Dated March 1, 1904. 

Names. No. of Shares 

E. P. Jones 10 shares. 

W. L. Bennett 85 shares. 

Asa Roberts 400 shares. 



The Board of Directors will then, at a regular 
meeting, or at a meeting specially called for the pur- 
pose, pass a resolution of which the following is a suffi- 
cient form : 

Form 54. 



Whereas, a resolution bearing date of March 1, 1904, signed 
by the holders of more than two-thirds of the subscribed cap- 
ital stock of this corporation, has been presented to the Board 
of Directors of the New Era Printing Company, authorizing 

and directing that Section of Article 

of the By-Laws be amended ; ' 

Now, therefore, be it resolved, in compliance with said 
resolution, request, authorization and direction therein con- 
tained, that said Section of Article 

of the By-Laws of this corporation be amended to read as 
follows : 

(Here insert it.) 

And the Secretary is hereby directed to copy said Sec- 
tion as it is amended, in the book of By-Laws immediate- 
ly following the original By-Laws, and to properly certify the 
same. 
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§ 60. By-Laws Informally Adopted. 

By-laws informally adopted may be ratified, or 
become binding, as by-laws by usage and uniform 
recognition as by-laws, for a long period.^' And the 
adoption by a Supreme Lodge of a by-law adopted 
without authority by a subordinate lodge may render 
it effectiv«e. ^' And though a statute provide only for 
the adoption of by-laws after organization, still, though 
some of the stockholders sign the by-laws before or- 
ganization, and even before incorporation, yet it 
constitutes an agreement which the corporation can 
enforce.^" And a corporation may, by acting under 
a by-law, irregularly adopted, be estopped, as against 
one who had no notice of any defect from assert- 
ing its invalidity.^^ 

And the interpretation of a by-law may un- 
doubtedly be afifected to some extent by usage.^^ 

The doctrine of estoppel in pais has an important 
application with reference to the binding effect of 
by-laws, informally adopted. If members attend the 
meeting at which the question of their adoption is 
passed upon, remain silent, and do not then and there 
protest, they are estopped from afterwards claiming 
that less than the required number of votes were cast 
in favor of their adoption.^' So, a member of a mu- 
tual insurance company will be estopped from ques- 
tioning the validity of by-laws existing at the time 
he became a member, on the mere ground that they 
were not properly adopted.^* 

§ 61. By-Laws of Mutual Benefit Societies. 

The by-laws of mutual benefit associations, in con- 
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nection with the certificates of membership, determine 
the rights of the members and of the associations to 
which they belongs and may be enforced by the par- 
ties and beneficiaries, according to their respective 
rights, as therein provided. ^^ 

While a mutual benefit society cannot change its 
by-laws arbitrarily, so as to repudiate an obligation 
created by a policy of insurance, yet, where a change 
is regularly made, and the motive which influences 
it is an honest one, promotive of the welfare of the 
society, and the members are all given an opportunity 
to avail themselves of the change, no , actionable 
wrong is thereby done to them or to their benefici- 
aries.^* 

§ 62. Relation of By-Laws to Constitution of Corpora- 
tions Not Organized for Profit. 

Corporations incorporated for other than profitable 
objects, for instance, those of a social, benevolent and 
political character, often enact a constitution distinct 
from by-laws, and some of them have, in addition, 
rules of order. 

Now, a constitution, in so far as it declares 
the purposes and principles by which its mem- 
bers are actuated, is no part of the by-laws ; and, 
in so far as it limits the powers of the body as a 
whole, or the conduct and relations to it and to each 
other, of the membership, is nothing more than by- 
laws. But there is usually this difference: the consti- 
tution cannot be suspended or amended without a 
prescribed procedure, and the vote of a larger pro- 
portion of the members present and voting than with 
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respect to the by-laws. A common provision is the 
requirement of notice at a previous meeting in order 
to amend, repeal, or suspend a constitutional pro- 
vision ; whereas, it is often provided that a by-law 
may be suspended upon a mere motion without pre- 
vious notice. Notwithstanding this distinction, how- 
ever, such a constitutional provision is no more, when 
compared with the charter, than a by-law under an in- 
appropriate name.*^ 

§ 63. Adopting By-Laws Without Meeting. 

It is sometimes provided by statute that, by unan- 
imous consent in writing, and sometimes by consent 
of less than all the members or stockholders, by-laws 
may be adopted without a meeting. But where that 
course is pursued, great care should be taken that 
the written consent of every member is obtained, be- 
cause failure herein as to one member, however small 
his interest, invalidates the entire proceeding. Such 
method being a departure from the usual method, 
should conform exactly to the general law or char- 
ter provision. Such statutes, being in derogation of 
common law, are strictly construed. In order to avoid 
dispute and preserve evidence of compliance with the 
law, the written consent should be explicit and should 
be signed and acknowledged before an officer having a 
seal. Such consent may be as follows : 

Form 55. 
^•> 



We, the undersigned stockholders (or incorporators) of 
the New Era Printing Compaay, owning and holding in our 
names all the subscribed capital stock of said corporation. 



l62 MANUAL OF CORPORAL MANAGEMENT. 

having read and fully considered the within (or foregoing) 
draft of a code of By-Laws for said corporation, hereby adopt 
the same. 

Dated March 1, 1904. 

Names. No. of Shares^ 

E. P. Jones 20 

M. L. Bennett 50 

Asa Roberts 400 

James Willard 15 

A. J. Knox 15 



In a few States, a given proportion of the incor- 
porators, less than all, may adopt by-laws by written 
consent. The form is the same as the foregoing, the 
only difference being that instead of the recital that 
the signers own and hold all the subscribed stock (or 
are all the incorporators), they recite that they own 
and hold more than two-thirds, or constitute more 
than two-thirds of the incorporators. 

§ 64. By-Laws Must Be Recorded — How Book of By- 
Laws to Be Kept. 

In order to be valid, by-laws must substantially 
conform to all the statutory of charter provisions 
bearing on the subject in the State where the corpora- 
tion is formed ; and where a statute requires by- 
laws to be written in the corporate records and at- 
tested, by-laws though written in the records, if not 
attested, are invalid.^' 

In the absence of a statute on the subject, it can- 
not- be said that by-laws properly adopted would not 
be valid and enforceable merely because not entered 
in a book. Statutes are generally found, however, 
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providing that a book shall be kept, to be known as the 
"Book of By-Laws," that all by-laws shall be recorded 
therein, and that no by-laws shall take effect until so 
recordted. 

The prevention of fraud, as well as many consid- 
erations of convenience, would seem to render neces- 
sary the keeping of such a book and the entry therein 
of by-laws and amendments thereof, even in the ab- 
sence of such statutes. The original set of by-laws 
should be entered with proper headings as adopted, 
marginal space being left for annotations. In case 
of amendment or repeal, a marginal note to that effect 
should be made with red ink, referring to the page 
where the amended by-law may be found, also giv- 
ing the date of adoption of the amendment and 
the page of the minute book which shows by what 
action, whether of the members or of the Board of 
Directors, the amendment was made. At such sub- 
sequent page of the by-law book, the entire section 
of the by-laws as amended should be recorded. If the 
amendment amounts to a revision of an entire ar- 
ticle, or of an entire code of by-laws, such article, or 
the entire code, should be recorded anew. In case of 
a general revision and re-adoption of by-laws, a brief 
record thereof should be made above the caption of the 
original by-laws, and a reference given to the subse- 
quent page where the revised code begins. 

§ 65. Membership Chargeable With Notice of By-Law 
Provisions. 

By-lawB regularly adopted, and not subject to any 
of the objections which render them inherently in- 
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efifective, are obligatory upon all the stockholders or 
members, and they are conclusively presumed to have 
notice of all valid by-laws.^' Such by-laws are ele- 
ments of the member's contract of membership in 
the corporation, and likewise affect all his dealings 
with the corporation. They determine the extent of his 
duties, rights and liabilities.^" 

§ 65. By-Laws Not Binding Upon Strangers to the 
Corporation. 

By-laws of private corporations are not in the na- 
ture of legislative enactments, so far as third per- 
sons are concerned. They are mere regulations of the 
corporation for the control and management of its 
own affairs. They are self-imposed rules, resulting 
from an agreement or contract between the corpora- 
tion and its members, to conduct the corporate busi- 
ness in a particular way. They are not intended to 
interfere in the least with the rights and privileges 
of others who do not subject themselves to their in- 
fluence. It may be said with truth, therefore, that no 
person not a member of the corporation, can be af- 
fected in any of his rights by a corporate by-law of 
which he has no notice.'^ 

A by-law of a bank that all payments made and 
received must be examined at the time, does not pre- 
vent a stranger dealing with the bank from showing 
afterwards that there was a mistake in his deposit 
account. Any different construction would render the 
by-law unreasonable.'^ 

By-laws preserving a lien upon the shares for un- 
paid subscriptions, prior to the issuance of a certifi- 
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cate as full paid, are undoubtedly valid and enforce- 
able even against strangers purchasing such share- 
holding interests. But by-laws imposing a lien after 
the issue of such a certificate, and those imposing 
other onerous conditions and restrictions upon trans- 
fers, are ineffective as against bona fide assignees of 
the stock. And it is doubtful if a stockholder even 
is bound by resolutions, or even by-law regulations, 
of which he has no actual notice, when he is dealing 
with the corporation as a mere customer.'' 

§ 67. Whether Notice of Intention to Amend Re- 
quired. 

It has been a disputed question whether by-laws 
may be altered in material respects at a regular or 
annual, meeting, without notice to the members or 
stockholders, of an intention to make such alterations. 
Of course, no such alteration can be made at a special 
meeting without notice ; aaid the sounder view is that 
no radical change in the by-laws should be made at a 
regular meeting without notice. From experience and 
observation, it is well known that at regular annual 
meetings only the general routine business of the cor- 
poration is transacted. A majority of the stockhold- 
ers rarely attend in person. Their proxies are given 
to attorneys to vote for them on the usual and or- 
dinary questions and' matters that arise. 

The settled rule appears to be that it is unneces- 
sary to notify the shareholders of the particular busi- 
ness to be brought before an ordinary general meet- 
ing, unless it be of great importance and of an extra- 
ordinary character. In the latter case, notice must 
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be given of such business ; for instance, the election 
or removal of an officer, the making, materially alter- 
ing or repeal of a by-law, or any act of similar im- 
portance on any day not expressly set apart for that par- 
ticular transaction.'* 

It seems to be well settled that important by-laws 
cannot be enacted, or material changes made in those 
already in force, at a regular meeting, without notice 
of such action being given to the stockholders. 

The corporation usually passes from one year of 
its existence into the next with the by-laws regu- 
lating its business and management unchanged. If 
some of the stockholders contemplate action of an 
unusual or extraordinary character, such, tor instance, 
as a change in the number of directors, by amend- 
ment of the by-laws, it is but reasonable that their 
associates sihould have notice of it. 

§ 68. Enforcement of By-Laws. 

The enforcement of by-laws is left by the law large- 
ly to be regulated by the majority operating: through 
the corporate machinery. It is only when the validity 
of a transaction alleged to be violative of a by-law is 
the subjct of litigation that a court passes upon the 
question. 

The resulting prejudice to corporate interests is 
a constant incentive to the due observance of by-laiw 
provisions. Transactions directly contrary to these may 
be set aside at the suit of any stockholder, in an action 
brought for that purpose, and sometimes, even creditors 
may have them annulled. 

Reasonable penalties may be imposed and collected 
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for infractions of by-laws, though judicial remedies 
are seldom invoked for that purpose. In the case 
of a dividend paying corporation, it has the remedy 
for such violations in its own hands. It may deduct 
the amount of fines and penalties from dividends pay- 
able to the violator. 

The finable offenses should be particularly specified 
in the by-laws. Statutes usually confer the power for 
this purpose upon the body having authority to enact 
by-laws. Penalties so imposed cannot, however, ex- 
tend beyond a reasonable pecuniary sum. They must 
not amount to a restraint of liberty, or a forfeiture 
of corporate interests, except as to the extent and 
by the procedure authorized by statute. Nor can the 
power to enact by-laws be exercised in such man- 
ner as to cause great vexation and unnecessary in- 
convenience. Such by-law will be deemed unreason- 
able, and for that reason in conflict with the spirit 
of the law conferring authority to enact by-laws. Nor 
can the corporation enforce a by-law requiring formal- 
ities so extraordinary as to amount to a material incon- 
venience in the transfer of shares. 

Many acts by corporate officers are made punishable 
by statute, but the same acts may be made subjects for 
fines under by-law provisions. 

It would, in most cases, be impossible to enforce 
by-laws without the enforcement of penalties for their 
non-observance. The penalty which may be imposed 
by the terms of by-laws may be either positive or 
negative in character ; that is, it may either consist 
of the imposition of pecuniary fines or oi the with- 
holding of benefits and privileges. The latter may be 
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either temporary, as in the case of suspension for a 
limited time, or permanent, as in case of expulsion.^' 
But all penalties must be reasonable and bear a just 
proportion to the offense.'* 

A corporation has no implied, or inherent, power 
to declare a forfeiture of the shares owned by a de- 
linquent shareholder. The right must be conferred 
by statute, if it exist at all.''' 

Pecuniary penalties may be collected either by ac- 
tion or by deducting them from the dividtends of offend- 
ing members.'' 

§ 6g. Power to Enforce Conditions. 

A corporation may be empowered by its charter 
or general law to not only regulate, but also to con- 
trol his transfer of stock, and to enact by-laws pre- 
scribing the conditions to be complied with in order 
to constitute a valid transfer ; and when so empow- 
ered, it may refuse to register transfers made other- 
wise than in the manner pointed out. It is both con- 
venient and necessary that the officers have a record 
by which to legally test all claims of membership 
against the company, for the purposes of makingassess- 
ments, holding elections, and paying dividends. Such 
by-laws are so salutory and conservative of public 
as well as corporate interests that the absence of 
some such provisions in the by-laws would, in the 
case of a corporation doing an extensive business, be 
exceptional. But if a by-law amounted to a virtual 
prohibition upon the transferrability of shares, as if it 
assumed to prescribe the consideration for the transfer, 
or to designate to whom it should, and should not, be 
made, it would be void. 
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§ 70. Regulations Not Formally Adopted. 

A regulation may become established by usage and 
long acquiiescence, so as to have all the force and effect 
of a by-law. Where a particular usage is observed by 
all engaged in any particular class of business, conduct- 
ed by a corporation, a requirement or regulation may be 
bindinig upon all dealing with it, whether formally 
adopted as a by-law or not. 

1 Sutton's Hospital Case, 10 Coke 31a; London v. Vanacre 
Ld. Raym. 498; Feltmakers v. Davis, 1 B. & P. 100; Kalff v. 
St. Paul Fuel Exch., 48 Minn. 315; People v. Medical Soc, 24 
Barb. (N. Y.) 570; Budd v. Multnomah St. Ry. Co., 15 Or. 413; 
Northern Liberties v. Northern Liberties Gas Co., 12 Pa. St. 
318; Hibernia F. Engine Co. v. Com., 93 Pa. St. 264; St. Luke 
Church V. Matthews, 4 Desaus (S. C.) 578; Palmetto Lodge, 
etc., V. Hubbell, 2 Strohl L. (S. C.) 457; Cross v. West Va. 
Centr., etc., R. Co., 37 W. Va. 342; Dickenson v. Chamber of 
Commerce, 29 Wis. 45; McArthur v. Green Bay, etc. Canal Co., 
34 Wis. 139. 

2 Kent V. Quicksilver Mining Co., 78 N. Y. 159. 

' Rex. V. Cutbush, 4 Burr. 2204; Kent v. Quicksilver Min- 
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§ 71. General Consideration of Capital Stock — Division 
Into Common and Preferred. 

The phrase, "capital stock," as employed in acts 
of incorporation, is never used to indicate the value 
of the property of the company. It is very generally, 
if not universally, used to designate the amount of 
capital to be contributed by the stockholders for the 
purposes of the corporation. The amount thus con- 
tributed constitutes the capital of the company. The 
"value" of the stock may be greatly increased by sur- 
plus profits, or diminished by losses, but the amount of 
the capital stock remains the same. ' 

The articles must state the amount of the capital 
stock and the number of shares into which it is di- 
vided. For convenience, the by-laws often contain 
substantially the same language. If any preferred stock 
is to be issued, the articles, as well as the by-laws, 
should make provision for it. 

The capital stock represents all the pecuniary in- 

172. 
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terests which the members have in the corporation. 
Its business would be of no interest to them except 
for the shares of stock held by them, each represent- 
ing a fractional part of all the property owned by 
the corporation. Hence, the statutes, charter, pro- 
visions and by-laws dealing with stock and stockhold- 
ers are of great importance, after the corporation has 
been organized, by-laws have been adopted, and a stock 
book procured. 

In a few States are statutes authorizing a prefer- 
ence among members with respect to participation in 
the profits. Such preference is given and secured by 
dividing the stock into two kinds, called "common" 
and "preferred," the holders of the latter being en- 
titled to stated dividends out of any profits which may 
be earned, even though their payment leave nothing 
to distribute as profits to the holders of the common 
stock. Such an arrangement would be invalid in 
the absence of statutory sanction or unanimous con- 
sent of the holders of common stock, since at com- 
mon law each and every member stands upon an exactly 
equal footing. 

Inasmuch as the division of profits is a matter with 
which none other than the stockholders have to do, 
so long as the capital is not diminished, nor any out- 
side interest prejudiced, the issue of preferred stock 
may be provided for in the by-laws, if all who have 
subscribed the articles consent thereto. But their 
consent should appear of record, either by a writing 
entered at the meeting at which the by-laws are adopt- 
ed ; or they may ratify such provision at a subsequent 
meeting. It is thought that the mere adoption of by- 
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laws should not be binding upon incorporators not 
consenting, though they. had the statutory notice. Un- 
doubtedly, however, provisions for the issue of preferred 
and guaranteed stock may be embodied in the charter 
or articles and thus bind all the incorporators and future 
members. 

Preferred stock is sometimes spoken of as guar- 
anteed stock. But, unless otherwise provided, the pref- 
erence given to stock, by reason of which it derives 
the designation "preferred," is always guaranteed. That 
is to say, if for any reason the preferential dividends 
are not paid in any one year, they accumulate, and 
are payable, along with the preferred dividends of sub- 
sequent years, out of the first available profits, and 
to the exclusion of the common stock. A variety of 
provisions pertaining to preferred stock are to be seen 
in the constating instruments of corporations. Some- 
times the preferred stock is only allowed to partici- 
pate in the profits to the extent of the preference 
given it, and so, if , the business turns out to be very 
profitable, it may happen that the common stock com- 
mands a higher price in the market than that which 
was intended to be preferable. Again, it may be pro- 
vided that the preferred shall be paid a certain per 
cent, dividend, after which the common shall be paid 
a like dividend, and that then the two shall share 
proportionately to their par value in any remaining 
undistributed profits. In that case the market value 
of the preferred will be much above that of the com- 
mon. Still greater will be the discrimination in favor 
of the preferred where the latter directly and immed- 
iately shares with the common in the profits, after 
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receiving the preferential dividend. Tlie statutes of 
some of the States withhold from holders of preferred 
stock the right to vote at corporate meetings. Even 
in the absence of such provisions, it is thought that 
the same result could be accomplished by unanimous 
consent of the stockholders, or by a definite provision 
to that effect in the articles. It is a prudent arrange- 
ment and salutory precaution, as a little reflection 
will disclose. Without it, it would usually be within 
the power of even a minority of preferred stockhold- 
ers, standing together, to so manipulate their hold- 
ings as to "freeze out" enough common stock to give 
them absolute control. The holder of preferred stock is 
not entitled to dividends unless there are profits after 
payment of all accrued indebtedness. An agreement to 
that effect would not bind dissenting stockholders or 
creditors. 

It is stated above that there is no such thing as 
guaranteed stock distinct from preferred stock, from 
the standipoint of the same corporation. While that is 
true, stock of one corporation may be, and often is, 
guaranteed, with respect to the receipt of dividends, by 
another corporation. But such a transaction is not ger- 
mane to the present discussion. . 

The rights of preferred share-holders must usually 
be determined by the language of their certificates. 
Such shares are shares of the capital stock of the com- 
pany, and the fact that they are given a pre/erence 
in the division of profits does not permit preferred 
shareholders to assume the attitude of creditors of 
the corporation. Until creditors are paid, there are 
no profits; therefore, no fund to which their prefer- 
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ential rights over holders of common stock can 
attach. Claims of stockholders, as such, on the "corpus" 
of the property of the company in which they are stock- 
holders, do not arise until the debts of the company 
are paid. Until then the. shares confer rights merely 
as regards profits and voting power.^ 

§ 72. Interest-Bearing Stock. 

Interest-bearing stock is but another term to de- 
scribe preferred stock. A corporation sometimes gives 
a preference by issuing to a certain class of share- 
holders ordinary stock containing a promise to pay 
interest on the par value thereof. Such contract has 
the same effect, to the extent of the preference 
as an obligation to give a preference in the mat- 
ter of dividends, and is enforceable in like manner. 
The interest can only be paid from profits. Any promise 
to pay interest, except from profits, renders the prom- 
ise void, at any rate as to creditors prejudiced there- 
by. 

§ 73. Meaning of Full Paid, Un-issued, Over-issued, 
and Watered Stock Explained. 

Stock is said to be' "full paid" when nothing re- 
mains due on it from the holder of it to the cor- 
poration. The power to accept property or services 
in payment for stock is given by statute in most of 
the States. It would probably exist without statutory 
authority, if it did not interfere with the rights of ex- 
isting creditors. 

The term "un-issued' stock" is used to denote the 
margin between stock already issued and! the amount 



STOCK CERTIFICATES. 177 

which the corporation may still issue under its 
charter or articles. It is not treasury stock, nor an 
asset of the corporation, nor can it be voted, as- 
sessed or taxed. 

"Over-issued stock" is stock issued when prior 
issues equal or exceed in the aggregate the entire 
amount provided for in the charter or articles. Such 
issues are invalid when brought in question by cred- 
itors injured thereby ; but may be rendered valid as be- 
tween the holders thereof and all the other stockholders 
by unanimous ratification. 

The term "watered stock" has no legal significance. 
The fact that in popular opinion, or in financial circles, 
stock outstanding contains a proportion of "water," 
rather than it represents entirely substantial value, 
furnishes no legal pretext for complaint, unless it can 
be shown that some legal requirement has been vio- 
lated in its issue, or that it has been issued without 
adequate value being received by the corporation. It 
often happens that the outstanding stock represents 
much more than the aggregate value of all the cor- 
porate assets. But it does not follow that it 
was not honestly and fairly issued in the first in- 
stance. 

§ 74. Treasury Stock, Defined. 

Stock which has been issued and then purchased 
by, or donated to, the corporation, is called "treasury 
stock." 

It was held to be against public policy for pri- 
vate corporations to deal in their own shares; but 
in modern times the rule of the common law on the 
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subject has been relaxed. Such transactions are now 
generally upheld, provided the rights of creditors are 
not infringed. The purchase price must be out of 
profits. To take money received for other stock and 
purchase stock for the corporation would necessarily 
and directly impair its capital. Such stock cannot 
be voted nor can it receive dividends. To pay divi- 
dends upon it would be the corporation " taking 
money out of one pocket and placing it in the other." 
Moreover, to that extent, it would reduce the amount 
payable to individual stockholders. It is an asset of 
the corporation, however, and may be sold by it as 
other property. Having been fully paid for in the 
first instance, that is, when issued to an individual, it 
retains that character and may be held below par 
without involving the purchaser in any liability on 
that account, differing in this respect from stock 
issued in the first instance for less than its par value. 

This power to issue stock and then convert it into 
treasury stock may often be very beneficially exer- 
cised by a corporation. Stock of a corporation formed 
to develop a new enterprise may issue part or all of 
its stock for property. The stock having thus become 
full paid may be donated to the company and sold 
at less than par, thus furnishing it a working capital. 
The owners of the property are usually the incor- 
porators, and their faith in the outcome may induce 
them to donate part of their holdings for this pur- 
pose, or the same object may be accomplished other- 
wise. They may sell all or part of their stock to the 
corporation, taking in return its promise to pay the 
purchase price out of future profits. But an agree- 
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ment binding the corporation to make the payment 
out of funds derived from the sale of the saiife iden- 
tical stock, or other stock un-issued at the time, 
would be fraudulent as to all non-consenting stock- 
holders and creditors, and would be set aside and res- 
titution or re-payment declared in equity, at the suit of 
any such interested party. 

§ 75. Stock Subscriptions. 

The subject of subscriptions to capital stock oc- 
cupies an important space in any treatise devoted 
to an elucidation of the principles governing private 
corporations, as does also the procedure for their en- 
forcement by assessments, calls, forfeiture, etc. Sub- 
scriptions taken prior to incorporation are superceded 
when the articles are signed, and if not so superceded, 
are non-enforceable at law. Subscriptions made after 
incorporation axe as valid and binding as are other con- 
tracts to purchase and pay for property. The remedies 
by suit and forfeiture of the subscriptions are con- 
current. 

The procedure to foreclose, or forfeit, the shares 
is prescribed by statute in most or all of the States, 
and is seldom set forth in the by-laws, owing to its 
length. Strict adherence to the statutory procedure is 
required. 

For a further discussion of subscriptions, see chap- 
ter 10. 

§ 76. Stock Certificates. 

A certifiicate for full paid stock is usually required 
by statute to be issued to the owner of shares. In 
the absence of such statutes, a by-law provision cov- 
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ering the subject is equally effective. Such certifi- 
cate is* often erroneously confounded with that which 
it represents. It is merely the evidence of the holder's 
interest in the corporation, just as a deed is evidence of 
Ownership of land. 

Prior to their being issued, stock certificates in 
number sufii'cient to answer the needs of the corpora- 
tion are procurable in book form. They are printed 
with the necessary blanks, both in the body and in 
the stub, and are consecutively numbered. The forms 
given below would answer in probably every State 
and territory in the United States. Though the cor- 
porate seal is not necessary, it is a wise precaution 
for the prevention of fraud for the secretary to affix 
it to each certificate issued. The stock certifi- 
cate book is usually kept by him. The signature of 
the secretary is usually sufficient, though in a few 
States it is required that either the president or treas- 
urer, or both, shall join with the secretary in sign- 
ing oertificates. In the absence of statutes the matter 
may be disposed of in the by-laws. The most usual 
provision found is that both the president and secre- 
tary shall sign. 

The blanks in the printed certificates should be 
all carefully filled. It is such a dereliction as to amount 
to a breach of trust for issuing officers to knowingly 
issue and deliver certificates containing blanks, 
either for names, numbers, dates, or amounts. They 
should never be issued prematurely. Under laws re- 
quiring the issuance of certificates for fully paid stock, 
the possession of a certificate, with the endorsement 
of full payment thereon, is prima facie evidence of 
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full payment, and the officer issuing it is liable to 
the corporation for its full par value. But, notwith- 
standing the convenience of having a certificate rep- 
resenting the member's interest, it is not necessary 
to his full enjoyment of the rights as a full paid stock- 
holder, as between himself and the corporation. The 
mere fact that it has not been issued, or that 
after issue it has been lost or destroyed, after full 
payment therefor, cannot deprive him of the right to 
receive dividends, to vote at corporate meetings and 
to hold corporate office. Nor, on the other hand, 
will the non-issuance of the certificate, whether 
the subscription be fully paid or not, constitute 
any defense against the claims of creditors of the cor- 
poration. 

The form given below for a certificate for common 
stock, and the stub may be used, or easily adapted 
to any corporation. As a rule, there are designations 
made by statute of the officers who shall sign cer- 
tdficates, though exceptions are found in one or two 
States. The by-laws should, and usually do, make 
provision on the subject. 
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If by the constating instruments of the particular 
corporation no provision is made for preferred stock, 
its certificates will be understood to represent com- 
mon stock without a specification to thait effect. But 
if the issuance of both kinds is provided for in the 
articles, charter, or by-laws, being authorized by 
statute, each certificate should clearly indicate on its 
face the kind of stock which it represents. This may 
be done by printing across the face of the certificate, 
in bold type, the words, "Common Stock," and, in ad- 
dition, the words, "ten shares of the capital stock," 
(as in the body of the preceding form), should be 
changed by insertion of the word, "common" between 
the words "the" and "capital." Supposing the stock 
consist of $7S,ooo common and $25,000 preferred, 
then, in lieu of "Capital Stock, $100,000" in the head- 
ing should be printed : 

Capital Stock $100,000. 

Common Stock $ 75,000. 

Preferred Stock $ 25,000. 

Certificates for preferred stock should be distin- 
guished in the same way, and should clearly show 
in what the preference consists, either by setting it forth 
in detail, or by reference to the articles or by-laws, 
and all the conditions upon which it is issued, as well 
as any limitations placed upon the owner of it as to 
voting. The following is a proper and easily adaptable 
form < 
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The next form of certificate for preferred stock 
differs materially from the above, conforming, we will 
suppose, to differing provisions in the contracts of 
subscriptions and by-laws. In it the preferred shares 
first draw a dividend of five per cent., and the com- 
mon stock at the same time draws a dividend of five 
per cent, if the residue of profits warrant it, after 
which any remaining profits are apportioned to both 
preferred and common stock, pro rata. Nor does it 
contain any restriction upon the voting privileges of 
the owner. 

Form 58. 

NEW ERA PRINTING COMPANY. 



Incorporated under the laws of 
the State of 



No 85 Shares. 

Capital Stock $100,000. 

Common Stock $75,000. 

Preferred Stock $ 25,000. 



Shares, $100 each. 
Full Paid. 



This is to Certify, That Robert Forbes is the owner of 
twenty-five shares of the preferred stock of the New Era Print- 
ing Company, transferrable only on the books of said corpora- 
tion, by the owner thereof, in person or by attorney, duly 
authorized, upon surrender of this certificate properly en- 
dorsed. 

The stock represented by this certificate is part of an 
issue of $25,000, par value, authorized by the terms set forth 
by the articles of incorporation of the said company, as filed 
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in the office of the Secretary of the State of , 

on the 15th day of February, 1904, and incorporated herein as 
follows : 

The holders of said preferred stock are entitled to 
receive a cumulative preferential dividend of five per cent, 
per annum, payable each year out of the net earnings of 
said corporation before the reservation of any sum out of 
the net earnings is made for working capital, and before 
any dividend is paid upon the common stock; but, should 
the net earnings in any one year be insufficient to pay said 
preferred dividend in full, such portion of said dividend as 
may be available for the purpose shall be paid, and any un- 
paid dividends shall be charged against the net earnings of 
said corporation and shall be paid in full out of the first 
available net earnings. 

If, after the payment of said dividend of five per cent, 
upon said referred stock for any year, together with any or 
all arrearages thereon, any further available profits shall re- 
main, the directors of said corporation may, at their op- 
tion, declare and pay a dividend not exceeding five per cent, 
upon the outstanding common stock, and should there still 
remain available net earnings, may declare such further and 
additional dividends upon all the outstanding stock of the 
corporation as may by them be deemed advisable, paying to 
common and preferred stock alike the same per centum of 
any such additional dividends. 

Witness the signatures of the officers of said 
corporation, duly authorized, and its seal 
affixed hereto, this March 15, 1904. 

JAMES WILLARD, 

J. F. WESTON, President. 

Secretary. 

(Corporate Seal.) 

Where the terms and iconditions upon which pre- 
ferred stock is issued are expressed in great detail, 
so that their full insertion in the certificate would 
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encumber it with excessive verbiage, a literal inser- 
tion is omitted and the terms, as embodied in the ar- 
ticles, or by-laws and contract of subscription, are in- 
corporated by reference thereto. If that method is 
necessary or desirable, the second and third paragraph 
in the last preceding form would be omitted, and the 
following might be inserted, in lieu thereof: 

" The stock represented by this certificate 
is part of an issue of twenty-five thousand dollars 
($25,000), par value, authorized by the articles 
of incorporation (or charter, or by-laws), and 
conforms to the contract of subscription of the 
said Robert Forbes ; said articles (or charter) 
being on file with the Secretary of the State 
of , and said contract of sub- 
scription (or by-laws) being in the hands of the 
secretary of said corporation." 

§ 77. Increase and Diminution of Capital Stock — Ac- 
tion by Stockholders. 

In most of the States the increase and diminu- 
tion of capital stock is regulated to some extent by 
statutory limitations. Action by the stockholders is 
almost invariably required. More stringent safeguards 
are usually thrown around the diminution than an in- 
crease of capital stock, as the latter has a direct ten- 
dency to impair the security of creditors. The forms 
of the resolution for an increase and for a diminution 
do not materially differ. 

The resolution by the stockholders is simple, and 
may be as follows : 
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Form 59. 

Be it resolved, that the capital stock of the New Era 
Printing Company, a corporation, be and the same is hereby 
increased from one hundred thousand to two hundred thousand 
dollars, to be divided into two thousand shares of one hundred 
dollar each. 

Resolved, that the Board of Directors be, and they are 
hereby authorized and directed, to take all proper and neces- 
sary steps to carry this resolution into effect. 

Form 60. 

CERTIFICATE OF INCREASE 
of 
CAPITAL STOCK. 



State of New York, 

City and County of New York. 

We, Orlando J. Smith, Chairman, and George W. Cum- 
mings. Secretary, of the special meeting of stockholders of 
the American Press Association of New York, held at the 
office of the said Company in the City of New York, for 
the purpose of increasing its Capital Stock, do hereby cer- 
tify : 

That the American Press Association of New York is a 
stock corporation formed under the laws of the State of New 
York. That the said Company, desiring to increase its Cap- 
ital stock, the stockholders of the said Company, and every one 
of them, did sign the waiver, hereto annexed and marked "A," 
of notice of such meeting provided by law. 

That at the time and place specified in the said waiver of 
notice, there appeared in person all the stockholders of the 
said Corr.pany, and that the meeting organized by choos- 
i'l from among their number the said Orlando J. Smith, 
as Chairman, and the said George W. Cummings as Secretary 
thereof. 
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That the above waiver having been presented, the follow- 
ing resolution was proposed : 

Resolved, That the American Press Association of New 
York does increase its Capital Stock from the present amount 
thereof, viz.: — the sum of one thousand dollars, consisting of 
ten shares of the par value of one hundred dollars each, to 
the amount of one million, six hundred thousand dollars, to con- 
sist of sixteen thousand shares of the par value of one hundred 
dollars each. 

That the vote of those present in person being duly can- 
vassed, it appearing that ten (10) shares of the Capital 
Stock of said Company being all the stock thereof, voted 
in favor of said resolution, which was thereupon declared car- 
ried. 

And we do further certify : 

iThat the amount of the capital of the said corporation 
actually paid in is one thousand dollars and that the debts 
and liabilities of the corporation are none, and that the 
amount of which Capital Stock of said corporation is in- 
creased is one million, six hundred thousand dollars. 

In Witness Whereof, we have hereunto sub- 
scribed our hands to this certificate in dupli- 
cate this 27th day of September, 1893. 
ORLANDO J. SMITH, 

GEORGE W. CUMMINGS, Chairman. 

Secretary. 



State of New York, 

City and County of New York. 

Orlando J. Smith, Chairman, and George W. Cummings, 
Secretary, being severally duly sworn, each for himself, de- 
poses and says that he has read the foregoing certificate 
subscribed by him, and that the same is, in all respects, 
true. 

ORLANDO J. SMITH, 

GEO. W. CUMMINGS, Chairman. 

Secretary. 
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Sworn to before me this 27th day J GEO. W. CUMMINGS. 
of September, 1893. \ ORLANDO J. SMITH, 

CHARLES A. BRODEK, 
Notary Public. 

N. y. Co. 

State of New York, 1 

City and County of New York. ( ^* 

On this 27th day of September, 1893, before me personally 
came Orlando J. Smith and George W. Cummings, to me 
known to be the persons described in and who executed the 
foregoing certificate and severally acknowledged to me that 
they executed the same. 

CHARLES A. BRODEK, 
Notary Public. 

N. Y. Co. 
The undersigned, being all of the stockholders of the 
American Press Association of New York, and this day, at 
3 o'clock P. M., personally, as above set forth, present at a 
special meeting of the said Company to increase its cap- 
ital stock from one thousand dollars, consisting of ten shares 
of the par value of one hundred dollars each to sixteen 
hundred thousand dollars, consisting of sixteen thousand 
shares of the par value of one hunQred dollars each, here- 
by waive notice of said meeting provided for by law. 
Dated, New York, September 27, 1893. 

ORLANDO J. SMITH, 
GEO. W. CUMMINGS, 
PAUL WILCOX. 

Form 61. 

CERTIFICATE 
of 
DIMINUTION OF CAPITAL STOCK. 



KNOW ALL MEN BY THESE PRESENTS: 

That we, A. R. Kline and G. W. Dobbs, the Chairman 
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and the Secretary, respectively, of a meeting of the stock- 
holders of the Enterprise Mercantile Company, held at the 
principal place of business of said corporation, on the 
15th day of April, 1904, for the object and purpose, and in 
pursuance of the notice hereinafter mentioned; and. 

That we, Enoch Koch, William Brock and Emil Jansen, 
are Directors of said corporation, and who constitute a ma- 
jority of its Board of Directors, do hereby certify. 

That the said Enterprise Mercantile Company is a cor- 
poration, duly incorporated and organized under the laws of 

the State of , on or about March 1, 1901; 

that said corporation, at the date of its incorporation, had, 
and ever since said date has had, a capital stock of fifty thou- 
sand dollars ($50,000), divided into five hundred (500) shares 
of the par value of one hiindred dollars ($100) each, and that 
at all the times hereinafter mentioned, five hundred shares of 
said stock were issued and outstanding, and that said shares are 
fully paid up; 

That at a meeting of the Board of Directors of said cor- 
poration, duly held on the 15th day of March, 1904, a resolu- 
tion was duly passed and adopted, and entered in the minutes 
of said meeting, calling a special meeting of the stockholders of 
said corporation for the object and purpose of considering 
and voting upon the proposition to diminish the capital stock 
of said corporation from fifty thousand dollars, divided into 
five hundred shares of the par value of one hundred dollars 
each, to twenty thousand dollars ($20,000), to be divided into 
two hundred (200) shares of the par value of one hundred 
dollars ($100) each, which said resolution directed and speci- 
fied that such meeting should be held at the principal place 

of business of said corporation, to wit, at Room , 

Street, in the City of , in 

the County of , State of , 

being the building and place where the Board of Directors 
of the said corporation usually meet, and that the time of 
said meeting should be at 10 o'clock in the forenoon of 

the 25th day of April, 1904; and which 

said resolution further directed that notice of said meeting 
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should be given by the Secretary of said corporation by pub- 
lication in the " " published weekly at 

the said City of , in said County of 

State of once a 

week for at least thirty days, and until the said 25th day of 
April, 1904, and in addition to said notice by publication, 
that the Secretary should mail a notice to each one of the 
stockholders whose names then appeared on the Company's 
books, sufficiently addres'sed' to his place of residence, if 
known, and if not known, then at the principal place of 
business of the corporation, and that each and ^11 of said 
notices should be mailed to such stockholders at least thirty 
days before the day appointed for such meeting; 

That at the time and place specified) in said notice, name- 
ly, on the 35th day of April, 1904, 

at 10 o'clock A. M., said meeting was held at the principal 
place of businesss of said corporation, and in the building 
where the Board of Directors usually meet, to wit: at Room 

No , Street, in said City of 

, in the County of , in 

the State of ; 

That said meeting was called to order by the President 
of said corporation, Enoch Koch, who presided thereat as 
the Chairman thereof, in accordance with the By-L,aws of 
said corporation defining the duties of the President, and 
that the Secretary of said corporation, E. J. Runyon, was 
elected to act, and did act, as the Secretary of said meet- 
ing ; 

That the amount of stock represented at said meet- 
ing, as ascertained upon the roll call, was five hundred (500) 
shares, of the par value of one hundred dollars ($100) each, 
or, in the aggregate, fifty thousand dollars ($50,000); that there 
were present at said meeting, either in person or by proxy, 
stockholders of said corporation owning and holding the afore- 
said five hundred (500) shares of the capital stock of said cor- 
poration; 

That the Secretary of said corporation and of. said meet- 
ing stated that, in pursuance of the resolution adopted by 
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the Board of Directors of said corporation on the 15th day 
of March, 1904, and as required by law, he had given notice 
of said meeting, specifying the time, place and object of the 
meeting and the amount to which it was proposed to diminish 

said capital stock, by publication in the " ," 

once a week for at least thirty days next preceding said meet- 
ing, to wit : once a week from the 16th day of April, 
1904 ; and, in addition to said notice by publication, that he 
had addressed a printed copy of such .notice to each of the 
stockholders whose names then appeared, and now appear, on 
the Company's books, sufficiently addressed to their respective 
places of residence (all of such places of residence being known 
to said Secretary), and that he had mailed said notices, with 
the proper postage thereon prepaid, on the 31st day of March, 
1904, at least twenty days before the said 25th day of April, 
1904, the day appointed for said meeting of stockholders ; and 
in proof thereof, the said Secretary produced at said meet- 
ing an affidavit of the publisher of the said "., ," 

certifying to the publication therein, as aforesaid, of said no- 
tice, and an affidavit, made by said Secretary, certifying to 
the mailing and addressing by him of such notices to each 
of said stockholders as aforesaid ; and thereupon the said 
stockholders accepted said proofs as satisfactory and suffi- 
cient on the question of the publication of said notice, and the 
service thereof, as required by law, and ordered that said affi- 
davits be filed in the office of the corporation; 

That the proposition to reduce said capital stock of said 
corporation, as submitted by' the Board of Directors of said 
corporation, in the aforesaid resolution and notice, was then 
discussed and considered by said stockholders, and, there- 
upon, by a vote of shares of stock, had upon roll call, all 
the stockholders present at said meeting duly passed and 
adopted a resolution in the words and figures following, that 
is to say : 

" Resolved, That the capital stock of the Enterprise Mer- 
cantile Company be and the same is hereby diminished from 
fifty thousand dollars ($50,000), divided into five hundred (500) 
shares of the par value of one hundred dollars ($100) each. 
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fully paid, to twenty thousand dollars ($20,000), divided into 
two hundred (200) shares of the par value of one hundred dol- 
lars ($100) each, fully paid;'' 

That the foregoing resolution, reducing the capital stock 
of said Enterprise Mercantile Company from fifty thousand 
dollars ($50,000) to twenty thousand dollars ($20,000), was 
adopted by the vote, cast in favor thereof, of stockholders 
representing five hundred (500) shares of the capital stock 
of the corporation as originally incorporated, and being 
more than the requisite two-thirds of the said capital stock; 
that no votes were cast against the adoption of said resolu- 
tion, and that the same is the whole vote by which said ob- 
ject was accomplished ; and that said capital stock, as di- 
minished, is greater in amount than the indebtedness of said 
corporation; 

That all of the essential pre-requisite steps and proceed- 
ings in the matter of the calling and the holding of said meet- 
ing, and the adoption of said resolution, and of the dimin- 
ishing of said capital stock as effected, or authorized to be 
effected, by said resolution, hereinabove recited, are in 
compliance with the law in that behalf made and provided, and 
are fully set forth and recorded in the minute book of said cor- 
poration ; 

And, finally, that all of the matters and facts set forth in 
this certificate are true. 

In Witness Whereof, we have hereunto set our 
hands and caused the corporate seal of said 
corporation to be hereunto affixed, at the 

said City of , in the County 

of and State of , 

this 25th day of April, A. D., 1904. 
ENOCH KOCH, 
Chairman of the above-mentioned 
meeting. 

E. J. RUN YON, 
Secretary of the above-mentioned 
meeting. 
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(Corporate Seal.) 

ENOCH KOCH, 
WILLIAM BROCK, 
EMIL JENSEN, 
Directors of the Enterprise Mercan- 
tile Company, and constituting a 
majority of the Board of Direc- 
tors. 
(Acknowledgment.) 



An increase or diminution of the capital stock of 
a corporation is a matter of such importance that 
it requires statutory authority.' The rigiht to increase 
or diminish the capital stock is usually conferred by 
the charter in the States where corporations are cre- 
ated by special act, and by general law in other 
States. Such statutes usually prescribe the procedure 
and require the assent of a proportion of the stock- 
holders. 

Unless authority to make an increase is clearly 
conferred upon the directors, it can only be exer- 
cised by the stockholders. 

A charter authorizing an increase of the stock "at 
the pleasure of the corporation," does not empower 
the directors to increase the stock without action by the 
stockholders.' 

Stock issued upon an attempt to increase the cap- 
ital stock without statutory authority is void. It con- 
fers upon the holders of it no right to participate 
in the corporate management, nor in the profits of 
the business. But while such holder has none of the 
rights, he is not subjected to any of the burdens of 
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a stockholder. He cannot be compelled to pay for the 
spurious stock.* 

Where a corporation increases its capital stock, 
there are two ways in which the shares representing 
the increase may be disposed of. They may be offered 
generally to any one, whether already stockholders 
or not, on the same terms as those upon which the 
original stock was issued ; or, they may be distrib- 
uted among the existing stockholders as a stock div- 
idend. 

The stockholders of the original shares would have 
the first right to subscribe for the stock, wihich 
would be a valuable privilege if the stock were above 
par in the market. They may undoubtedly waive 
such preference right in favor of outsiders or in fa- 
vor of other stockholders. The corporation has no 
right, even when backed up by a majority, to sell 
the new shares and ignore the preferential rights of 
stockholders. If any stockholder dissents, the sale is 
void as to him.^ 

But capital stock is frequently increased in order 
to obtain additional capital with which to carry on 
the corporate enterprise successfully. It is clear that 
no such increase could take place merely through the 
process of declaring and paying a stock dividend. It 
can only be accomplished by having the stock taken 
and paid for by the existing stockholders, or by con- 
verting it into treasury stock and selling it in the 
market. The latter can only be done by having a stock 
dividend declared, and then, by common consent, hav- 
ing the new stock donated to the corporation. That 
gives it the status of treasury stock, and it may be 
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sold' as such. The usual method of procedure is for 
the certificates representing the new issue to be as- 
signed by the stockholders to the treasurer, who then 
sells it as his individual stock, but really for the use and 
benefit of the corporation. 

But better than the roundabout method above de- 
scribed for obtaining additional capital, if the credit 
of the corporation is good, and its stocks are market- 
able, is to let the increase represent preferred shares, 
when the charter or general law permits that to be 
done. No wrong is done to any creditor by thus 
issuing preferred stock to obtain working capital. The 
consent of the stockholders, or such percentage of 
them as the statute designates, is all that is required 
to legalize the issue. If the stockholders consent, 
no one else has any right to complain, since prefer- 
ential dividends can only be paid out of profits; and 
so long as any creditors remain unpaid, there are no 
profits. 

Where an increase of the capital stock of a cor- 
poration has been voted, and part of the increase sub- 
scribed for, the fact that some of the stockholders 
have refused to take and pay for the shares allotted 
to them, is no defense to an action upon the sub- 
scriptions of those who have agreed to take and pay for 
their proportion.* 

A diminution of capital stock under statutory au- 
thority may be accomplished as easily as an increase 
if the rights of creditors are not affected thereby. 
But a decrease of the capital stock presents to exist- 
ing creditors the aspect of a reduction of their se- 
curity. Therefore statutes usually go somewhat into 
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details on the subject of diminishing capital stock, and 
the proceedure should be closely followed.'' 

1 Warren v. King, 108 U. S. 389. 

« Sutherland v. Olcott, 95 N. Y. 93; Grangers' Life, etc., 
Ins. Co. V. Kamper, 73 Ala. 325; Winters v. Armstrong, 37 Fed. 
R. 508; Seigour«t v. Home Ins. Co., 24 Fed. R. 332. 

» Railway Co. v. Allerton, 18 Wall (U. S.) 233. 

* Scoville V. Thayer, 105 U. S. 143; Stall & Worth's Case, 
L. R-, 4 Ch. App. 682, note. 

5 Jones V. Morrison, 31 Minn. 140; State v. Smith, 48 Vt. 
266; Gray v. Portland Bank. 3 Mass. 364. 

6 See Clark v. Thomas, 34 Ohio St. 46; Avegue v. Citizens* 
Bank, 40 La. Ann. 799; Nutter v. Lexington, etc., Ry. Co. 6 
Gray (Mass.) 85. 

f See Thompson v. Reno Savings' Bank, 19 Nev. 103; 
AUibone v. Hager, 46 Pa. St. 48. 
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§ 78. Subscriptions Taken Before Incorporation, Con- 
taining Divers Provisions. 

The 'forms used in the present Chapter, with the 
explanations interspersed, cover the entire subject so 
fully that no introductory text is required. 

The first is a form for subscription taken before in- 
corporation. 

If there be no urgency, the subcsription wrill be 
made payable after incorporation to the proper offi- 
cer or bank, or to such agent as may be, by the sub- 
scribers, designated in the subscription papers. In 
the former supposed case the agreement may read as 
follows : 

Form 62. 

We, the undersigned, hereby agree with each other, and 
by us, under the name of " Pernau Land and Water Com- 
pany," for the purpose of procuring water rights on one 

200. 
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or more of the rivers or streams running through the coun- 
ties of and , 

in this State ; of purchasing erecting and constructing dams, 
reservoirs, canals, aqueducts and other ways in and by which 
the water so procured from said rivers, or any of the same, 
can be utilized for general purposes ; to secure and impound 
springs, streams, and other water, in either of said counties, 
and lead the water so secured to any of such canals and water- 
ways, to supply farmers, miners, cities, towns and villages with 
any of the said waters for mining, farming, drinking, irriga- 
tion, and other purposes ; of negotiating for, buying, selling, 
letting, improving and cultivating lands and town lots in said 
State; laying out town lots and colony tracts; and selling and 
letting such town lots " and colony tracts. That the capital 
stock of said corporation shall be $1,000,000, divided into ten 
thousand shares of $100 per share; and we hereby agree with 
each other, and one with the other, that we will take the 
number of shares of the capital stock of said corporation which 
appears opposite our respective names hereunto subscribed, 
and will pay twenty per cent, of the par value of the said 
shares so subscribed by us respectively, in five (5) days after 
the articles of said incorporation shall have been filed in 
the office of the County Clerk, and will pay the same to 
the Treasurer of said corporation, at the First National Bank 

in the City of , in the State of 

And we hereby constitute said Treasurer as the agent for 
said corporation to collect the amount which becomes due as 
aforesaid. 

We further nominate, constitute and appoint C. T. Webb, 
J. F. Barber and Enoch Graham as our agents, and the agents 
of the corporation so to be formed, to negotiate for the 
purchase of any one or more water rights, canals, reservoirs, 
aqueducts or water ways for said corporation, and to draw from 
said Treasurer any or all moneys that may have been paid 
to him by us respectively, by virtue hereof, and use said money 
for paying the same; and any and all contracts which our 
said agents may make in said matter shall be binding upon 
said corporation and also upon us. Our said agents are fur- 
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ther authorized to employ engineers and other assistance, and 
have them survey routes for such canals and examine proper 
locations for dams, and dio such other service as may be in 
their opinion for our best interest and the interest of said 
corporation, to accomplish the objects and purposes for which 
the same is to be formed. 
Dated March 15, 1904. 

Names Number 

of of Shares 

Subscribers. Subscribed. 

C. T. Webb 200 

John Goode 100 

J. F. Barber 100 

Enoch Graham 100 

Robert Simpson 100 

James Haycroft 100 



Owing to the string-ent requirements of statutes 
generally found, subscriptions to the capital stock of 
projected railway corporations will be much more elab- 
orate, in order to bind, and at the same time fully 
protect, the subscribers. An approved form of such a 
subscription is as follows : 

Form 63. 

PRELIMINARY SUBSCRIPTION AGREEMENT 
TO RAILROAD COMPANY, 

with the 
Interposition of Trustees. 



This agreement, made and entered into this 1st day of May, 
1904, by and between the parties whose names are hereunto sub- 
scribed, witnesseth that : 

Whereas, it is the purpose of the undersigned to construct 
a continuous line of railroad to extend westerly from the City 



SUBSCRIPTIONS TO CAPITAL STOCK. 203 

of , in the State of , or 

some convenient point near said city by way of the Town of 

, along or near the 

River, to the City of , all in said State, 

by a convenient and practicable route, hereafter to be deter- 
mined upon, to some point on tide water, near the City of 
, in said State, constituting a contin- 
uous line about 175 miles in length. 

And Whereas, it is proposed and intended for that pur- 
pose to organize, under the laws of the State of , 

a corporation, to be called the and 

Air Line Railway Company, with a 

capital stock of five million dollars ($5,000,000), for the pur- 
pose of constructing and operating such railroad, so as to 
insure for the public benefit the existence and operation of a 
continuous line of railroad between the said points ; 

And Whereas, the parties hereto, as business men, as 
shippers and consumers of freight, and as individiuals, as cit- 
izens of said State, and as property owners, will be directly and 
indirectly, jointly and severally, benefited by the construction 
and operation of said' railroad ; 

Now, therefore, this agreement witnesseth : That for the 
purpose of aiding, promoting and forwarding the construction 
of said line of railroad, and for maintainng the same as a 
bona fide competing line, and for and in consideration of the 
premises, and for the sum of $1.00 by each of the undersigned 
to the other in hand paid, the receipt whereof is hereby by 
each of us acknowledged, the undersigned parties hereto do 
hereby mutually covenant and agree, and bind themselves unto 
the other, and each to and with the said proposed corpora- 
tion, the and Air 

Line Railway Company, as follows, to wit: 

I. 

Each of the undersigned hereby subscribes the sum set 
opposite his name to the capital stock of the said proposed 
corporation, the and 

Air Line Railway Company. 
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The subscriptions of the undersigned, and each of them, 
are made, however, upon the express condition precedent that, 
unless within ninety days from 'and after the date hereof, there 

shall be subscribed to the capital stock of the said 

and Air Line Com- 
pany sums of money aggregating in all the amount of one 
hundred and seventy-eight thousand dollars ($178,000), the 
subscriptions of the undersigned, and each of tbem, shall ba 
null and void; provided, however, that the Executive Com- 
mittee of the Traffic Association of the State of 

shall have the power, by vote duly passed and recorded in their 
minutes, to extend the time within which said amount may 
be subscribed, but such extension shall not exceed six months, 
and if the said sum of one hundred and seventy-eight thou- 
sand dollars ($178,000) shall be subscribed within ninety days, 
or within the time so extended, then these subscriptions shall 
be in full force and effect. 

II. 

The undersigned hcTeby further agree that said proposed 
corporation may, for the purpose of convenience, be organized 
by any other persons than the undersigned, or any of them, 
or by any number less than all of them, and that the Articles of 
Incorporation of said railroad company need not set forth, 
in the list of subscribers to its capital stock, all or any par- 
ticular one of the names of, or the amounts subscribed by, 
the undersigned, and this covenant shall be deemed to have 
been made expressly for the benefit of said proposed corpora- 
tion and shall be irrevocable ; and the subscriptions of the 
undersigned shall be valid and binding upon the undersigned, 
and the subscribers shall be liable thereon to the said proposed 

corporation, the and 

Air Line Railway Company, whether the amount subscribed by 
the undersigned and by whom subscribed be set forth by the 
Articles of Incorporation of said proposed corporation or 
not. 

III. 

Each of the parties hereto further covenants and agrees 
to and with the others, and with the said proposed corpora- 
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tion and each and all of them, subscribed for by him may be 
issued in the names of nine Trustees (pledged to maintain the 
road as a competitive line), who shall be selected as herein- 
after provided, and that said Trustees, their survivors or sur- 
vivor, and successors or successor, shall, for the term of ten 
(10) years after the 1st of January, 1905, have the exclusive 
right and power to vote such stock in such manner as the 
majority of the Trustees shall determine at any and all meet- 
ings of the stockholders thereof, and for any and all purposes, 
and to sign, execute and acknowledge as stockholders any 
and all documents, papers, written assents, By-Laws, or amend- 
ments to By-Laws, contracts, acts or deeds, which, in the 
opinion of a majority of said Trustees, it may be necessary, 
desirable or expedient to so sign, execute or acknowledge; 
and the power herein conferred upon the said Trustees by 
the respective parties hereto is and shall be irrevocable for 
the said term of ten (10) years, and shall be deemed to be 
coupled with an interest in the stock of the respective parties 
hereto, so held in trust, which interest the said Trustees shall 
hold for the benefit of all other parties hereto. 

And it is further covenanted and agreed that the said nine 
Trustees shall be elected by the subscribers to the capital stock 
whose aggregate subscriptions, in order of time of subscrip- 
tion, shall first amount to the sum of one hundred and sev- 
enty-eight thousand dollars ($178,000); and the said election 
shall be conducted upon the system of cumulative voting as 
provided in the statutes of the State of 

(Here make special reference to Acts or Code provi- 
sions.) 

And it is further covenanted and agreed that in the event 
of a consolidation of the said proposed corporation with any 
other corporation, and as often as any consolidation shall be 
made, it shall be in the discretion of the said Trustees to sur- 
render to such consolidated corporation the certificates of 
stock held by them as aforesaid, and receive in exchange there- 
for new certificates in such consolidated corporation or cor- 
porations, to be held on the same trusts as those herein ex- 
pressed. 



2o6 MANUAL OF CORPORATE MANAGEMENT. 

And) it is further understood and agreed that the said 
Trustees shall cause to be issued Trustee's certificates for 
stock, which certificates shall respectively set forth the num- 
ber of shares of stock in the said corporation, held in trust for 
each subscriber or his successor in interest, and shall also spec- 
ify that the said stock is held subject to the following irrevo- 
cable trusts, to wit: 

First. — Said Trustees, their survivors, survivor, successors 
and successor, hall hold said shares with full power to fill 
from time to time each and every vacancy in their number 
upon the joint written nomination of a majority of the 
surviving Trustees, approved in writing by the holders of 
a majority of the Trustees' certificates issued hereunder. 

Each new Trustee shall, from and after the filing of said 
nomination, so approved in the office of the said railroad com- 
pany, be as fully vested with said trust as if he was one of the 
original Trustees above named. 

Second. — Said Trustees above named, their survivors, sur- 
vivor, successors and successor, shall, as stockholders and 
owners, vote said shares for all purposes whatsoever, upon 
every question raised at each and every meeting of said Com- 
pany, whether annual or special, and at any and all stock- 
holders' elections, as the majorty of them shall, in their dis- 
cretion, from time to time determine, and shall also sign, ex- 
ecute and acknowledge as stockholders any and all documents, 
consolidation papers, written assents, By-Laws, amendments 
to By-Laws, contracts, acts or deeds which, in the 
opinion of a majority of said Trustees, it may be neces- 
sary, desirable or expedient to so sign, execute or acknowl- 
edge. 

Such Trustees' certificates shall further set forth respect- 
ively that the shares represented thereby are transferable only 
upon surrender of such certificates by a conveyance in writing 
signed by the person to whom the same is issued, or his 
attorney thereunto lawfully authorized and registered in the 
Trustees' transfer book therefor kept by the parties designated 
by the Trustees for that purpose, and that every person ac- 
cepting any transfer thereof declares by so doing that he 
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received said shares subject to said trust, and that such cer- 
tificate is not valid until signed by two of said Trustees and reg 
istered as aforesaid. 

The said certificates shall be transferable by indorsement 
and registration, as above provided, in the same manner as 
shares of stock ordinarily are. 

Five shares of stock each may be transferred by the Trus- 
tees to, and allowed to stand in the names of, the persons select- 
ed as Directors of the proposed railroad company to qualify 
them as such. 

And it is further covenanted and agreed that in the event 
of any consolidation of the said proposed corporation with any 
other corporation, after such certificates have been issued, and 
also in the event of any consolidation of such consolidated cor- 
poration thereafter with any other corporation, then said Trus- 
tees shall have the power at any time, by a majority vote, to call 
in such issued certificates similar in form, but representing stocR 
in such new or consolidated corporation. 

This agreement shall be binding upon the heirs, executors, 
administrators, successors and assigns of the respective par- 
ties hereto, and all parties thereto, and all parties who shall 
subscribe their names to this agreement, or to other agree- 
ments substantially identical herewith, shall be deemed parties 
to this agreement, and each and every subscriber hereto af- 
fixing his name thereby covenants and agrees to and with such 
parties as subscribe their names to agreements identical or 
substantially identical herewith, with the same force and effect 
as if the names of such other parties were hereunto sub- 
scribed. 

It is further understood that no call shall be made until 
the amount of one hundred and seventy-eight thousand dollars 
($178,000) shall have been subscribed, and subscriptions shall 
be then payable in installments, extending through six -months 
or more, as the Board of Directors of said proposed corpora- 
tion may determine. 
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Names Number 

of of Shares 

Subscribers. Subscribed. 

C. T. Webb 500 

John Goode 100 

J. F. Barber 150 

Enoch Graham 50 

Robert Simpson SOO 

James Haycroft ' 10 



§ 79. Subscriptions Taken After Incorporation. 
Form 64. 

SIMPLE AND SHORT. 



NEW ERA PRINTING COMPANY. 



To be incorporated under the laws of the State of 
the State of 



Capital Stock, $100,000. 
Divided into 1,000 shares of $100 each. 



We, the undersigned, hereby severally agree to take and 
pay for its par value the number of shares of the capital stock 
of the New Era Printing Company set opposite our respective 
names. Payment to be made on demand of the Treasurer, 
or upon notice from the Secretary after organization. This 
January 15, 1904. 

Names. Addresses. Shares. Amount. 

E.P.Jones Washington, D. C 10 $1,000 

M L. Bennett... Washington, D. C 25 2,500 

Stock subscriptions may be limited and restricted, 
as may other contracts. It is not necessary that all 
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should stand upon an equal footing with respect to 
the terms and conditions of payment, provided that 
all interested have knowledge of the more favorable 
terms given to one or more less than the whole, and 
that the subscription is accepted by the corporation 
before the rights of creditors have attached 

Form 65. — Covering Compensation to Promoter. 



NEW ERA PRINTING COMPANY. 



Incorporated under the laws of 
the State of 



Capital Stock, $100,000. 
Divided into 1,000 Shares of $100 Each. 

We, the undersigned, severally agree to take and pay for 
at par value the number of shares of the capital stock of the 
New Era Printing Company set opposite our respective names. 
Payment to be made as follows : Ten per cent, upon executing 
and delivering this agreement to William Hopkins, agent and 
promoter of said company; the same, or so much thereof 
aE may be necessary to be expended by him in promoting 
said company, that is to say, in procuring other subscrip- 
tions and to cover expenses of incorporating said company; 
forty per cent, upon notice of the dlue incorporation and or- 
ganization of said company to its Treasurer, and the balance 
at once or in installments upon demand or call from the Board 
of Directors. 

Dated March 1, 1904. 
Names. Addresses. Shares. Amount. 

Robert Fprbes . .Washington, D. C. 20 $2,000 

Sam'l Smith Washington, D. C 15 1,500 
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§ 80. Receipts for Subscription Money. 

If certificates are ready to be issued when subscrip- 
tions are paid, a simple, ordinary receipt from the 
Treasurer, or other person authorized to accept pay- 
ment, will suffice. This receipt will, upon presenta- 
tion to the Secretary, warrant him in issuing and de- 
livering the certificate. But often payments are made 
before certificates in blank form have been printed. In 
that case the following form will suffice : 



SUBSCRIPTIONS TO CAPITAL STOCK. 211 






o 



J3 



O 



< 

§ 
O 
o 

o 

iz; 

I— ( 

Eh 

Pi 

< 
W 

iz; 

w 
K 



o 
IS 



OH 

^: 

CO 

W 



i o *j s (u ca 
^ O O O 4* 



'a 






-„"T3 



O I— i^O 



(U 



Of 
W 



■=B 



WJ3 






-a OJ o fl 

5 "I l-r lU 

c '^ S " I 

5 u 1- > 2 

™ U t. re tH 

B r! ■" 3 

r ■) 4) JJ l> 



S'3 M?^ 



«■ 



o rt 
o r:: 

^ .2 



a I- 
o 



c 

Ph 

•o 
Sii rt li " 



o, 



c 6i^ 



Id 
5 



3 
o 
B 
< 






B 

M 

I? 



Q 



O 

1) 



c 

ho 

a 

a 



<u 

JS 

'o 
<u 

Oh 
10 

c 

3 
O 

a 

V 

43 



a 

u 

a 
>^ 

n) 

O. 

•M 
U 

cS 

o. 

C 
O 



212 MANUAL OF CORPORATE MANAGEMENT. 



■13 



lU 

s 



U 



o 



.a 



> 
O 

o< 
a 

u 

a 
I 

u 
S 

o 



s 

u 
o 





6 


3 


t-i 


<n 


P 




»+-( 


cu 






ba 


n 


a 


o 


■? 



s o 



■C 
M 



O 



< 

O 
U 

o 

I— I 

g 

w 
12; 

w 
K 

Eh 



tn 2 

Seh 
o ° 



bo 

< 



o c c 



•a c 
o . 



fa o 



'^ *" i- is 

tec Oi^S 

3 '^ O ot-j C 

S 5 u.S"" 2 

CO S ° E .Q >.„ •£ 
t? u o wi"'-a'-to o 

OcL^Ccno J.C3S 



O 
O 









w 2 

I-hEH 

Wfa 

P4 O 

O fa 

> bo 






' fa _ 

: G-a i. 
o. 






i §0-0 8 " £f--3 



J - » C M 



« 



m >? S- £.2 

O 11 O fH 

«J fa M 

i; o c p 



'S c c "^ 

o <u o (U 



C en =^ 

a 3 



O u 

05 



O 
I? 



x; 






Wl 


V5- 







+r 




(S 


a 


_^ 




3 


4J 






S 






< 


12; 



o 






SUBSCRIPTIONS TO CAPITAL STOCK. 



213 



§ 81. Conditional Subscriptions. 

The statutes of several States make the right to 
collect subscriptions by assessments depend upon a 
certain percentage of the stock being subscribed for. 
In those States, a subscription made after incorpora- 
tion is of but little, if any, more value than if made 
prior thereto, unless the requisite percentage is ob- 
tained. 

The subscription agreement may go somewhat into 
detail and contain conditions, the non-fulfillment of 
which will have the effect to release or revoke the 
subscription. Such subscriptions, whether taken be- 
fore or after incorporation, may call either for ordinary 
or treasury stock. If for the latter, it may be as fol- 
lows : 

Form 68. 

NEW ERA PRINTING COMPANY, 

To be incorporated under the laws of the State of 
, with a capital stock of $100,000. 

Whereas, a corporation, to be named the New Era Print- 
ing Company, is about to be formed under the laws of the 

State of , and whereas, it is desirable to 

provide a working capital for it; 

Therefore, we, the undersigned, hereby severally subscribe 
for the number of shares of the stock of said corporation set 
opposite our respective names, and agree to pay for the same 
at the rate of fifty dollars ($50) per share of the par value of 
one hundred dollars ($100), said stock to be set apart by said 
corporation as treasury stock immediately upon its being or- 
ganized. Said payments are to be made to the Treasurer of 
said corporation as soon as said treasury stock is ready for 
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issue, the same to be issued as full paid and non-assessable. 
And the undersigned and William Hopkins, of Washington, 
D. C, promoter of said corporation, mutually agree that these 
subscriptions are conditional upon the procurance by him, 
or others, of bona fide subscriptions for at least fifty thousand 
dollars ($50,000|J, being secured herewith in thirty days from 
this date. 

Dated May 1, 1904. 
Names. Addresses. Shares. Amount. 

Wesley Reid.... Washington, D. C 50 $2,500 

James Snook Washington, D. C 20 1,000 



In order to enable the corporation to legally per- 
form the foregoing agreement, enough treasury stock 
for that purpose would have to be provided after or- 
ganization; as to which see § 74. 

§ 82. Unlimited Subscriptions. 

Sometimes the procurance of the desired amount 
of preliminary subscriptions will be facilitated by 
using the unilitertal form of agreement, which may be 
as follows ' 

Form 69. 

NEW ERA PRINTING COMPANY. 



To be incorporated under the laws of the State of 

with" a capital stock of 

$100,000, divided into 1,000 shares of $100 each. 



I hereby agree to take and pay for ten shares of the cap- 
ital stock of the New Era Printing Company at their par 
value; said payment to be made as follows: Fifty per cent, 
to the Treasurer of said company without demand as soon as 
an organization is effected and I receive notice of that fact; 
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the balance in installments of not more than ten per cent, 
of par value, each as called for by the Board of Directors. 
Unless at least one-half the capital stock of said company is, 
in good faith, subscribed within sixty days from this date, 
and said company duly incorporated within ninety days from 
this date, this subscription shall be void without further act on 
my part, or notice from me. 

JOHN BROUGHTON. 
Dated May 1, 1904. 



The unilateral form is much in use in obtaining 
subscriptions by mail. For that use the name in 
the body and the date are in blank, and a dotted line 
is provided, to indicate the place for signing. A pros- 
pectus usually accompanies this form, as to which see 
Chapter 10, also § 191. 

§ 83. Preliminary Subscription, With Divers Con- 
ditions and Stipulations. 

As was previously stated, the incorporators, or 
co-adventurers, in a corporate enterprise, may, at its 
inception, make any arrangement they see fit with 
respect to the interest each is to have in its stock, as 
well as the terms upon which the same shall be is- 
sued ; provided, always, that the consideration to be 
paid be not obviously inadequate. They may also pro- 
vide that a preference shall be given to some over 
others in the distribution of profits, provided the stat- 
utes of the State where the corporation is formed 
authorize the issue of preferred stock and the right 
to issue it be claimed in the articles or charter. (For 
a full discussion of the subject of preferred stock, see 
Chapter 7.) 
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Where it is decided in advance of incorporation 
to issue preferred stock and subscriptions are to be 
taken, those for the preferred will essentially differ 
from those for common. The following form may be 
easily adapted to almost any scheme of incorpora- 
tion : 

Form 70. 

NEW ERA PRINTING COMPANY. 



To be incorporated under the laws of the State of 

, with a capital stock of 

$300,000, of which $1,000 is to be Preferred Stock. 



Total number of shares to be 3,000. 



We, the undersigned, hereby severally ag-ee to take and 
pay for the number of shares of the Preferred Stock of the 
New Era Printing Company (to be incorporated) set opposite 
our respective names, at the par value of $100 per share. Pay- 
ment of fifty per cent, of the said price of said shares to be 
made to the Treasurer of said corporation immediately after 
its organization, without demand other than a notice from 
the Secretary of said corporation, and the remainder upon 
calls made by the Board of Directors; provided, that not more 
than ten per cent, of the par value of said shares shall be 
called for in any one month; provided further, that said cor- 
poration shall be founded and organized not later than May 
1st, 1904, and further also provided, that not less than fifty 
per cent, of the preferred and not less than fifty per cent, of 
the common stock shall be subscribed for by responsible per- 
sons prior to said last named date. 

And the following is an additional condition, the failure to 
comply with which shall render this subscription void : The 
said New Era Printing Company shall provide in its articles 
of incorporation (or provision shall be made in its charter) 
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for a capital stock of $300,000, divided into 3,000 shares of the 
par value of $100 each, 1,000 of which to be five per cent, 
cumulative prefered stock; the preferred stock to be redeem- 
able at any time after six years at the option of said company, 
by paying the par value thereof and the accrued dividends, or 
may be exchanged, at the pleasure of its holders, at any time 
before redemption, at its par value, for any interest bearing 
bonds which may be issued by said corporation. 
Dated March 1, 1904. 
Names. Addresses. Shares. Amount. 

E. L. Casey Washington, D. C 80 $8,000 

I. R. Schick... Washington, D. C 30 3,000 

As has been previously shown, voting privileges 
are often withheld from the holders of preferred stock. 
The above form omits any reference to the question 
of the right to vote. It is doubtful if the signers to 
this agreement could be excluded by the terms of the 
by-laws after organization from the right to vote 
at corporate meetings without their consent. If the 
plan be to exclude them from the right to vote their 
shares, a provision should be inserted to that ef- 
fect. 

§ 84. Taking Stock Without Written Agreement. 

After incorporation, no useful purpose is served 
by written subscription agreements. The purchaser 
of shares simply pays part or all of the agreed- price 
and receives his certificate, or gives his promissory 
note for the same. The statutes of some of the States, 
however, require payment in cash of at least a per- 
centage of the par value of the stock. If it is expect- 
ed that shares will be taken by many persons, it would 
be well for the corporate officers to have applica- 
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tions printed in blank. The following is a convenient 
form : 

Form 71. 

NEW ERA PRINTING COMPANY. 
10 Printing House Square, 
Washington, D. C 



Capital Stock $1,000,000 

Shares $100 each. 



Enclosed find my check for $ in 

payment for shares of the stock of the 

New Era Printing Company. 

Certificates to be issued and delivered to 



City (or Town) of 

State of 

Dated , 1904. 



Checks drawn to pay for stock should be made pay- 
able to the Company. In filling above blank, give name in 
full. Right to reject or pro rate subscriptions is hereby re- 
served. 



The check and the Treasurer's receipt for money- 
paid for preferred stock are the same as in the case 
of common stock, except that the word "Preferred" is 
placed before "shares" and "stock" wherever they ap- 
pear. 

§ 85. Receipts and Assignments Thereof Prior to Is- 
suance of Certificates. 

The Treasurer's receipts, if many are to be used, 
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may be printed and bound in covers, with a perfor- 
ated line between the stub and the receipt. The en- 
tries on the stub provide a complete record, from which 
the Treasurer makes up his permanent accounts. The 
Treasurer's receipts, being a substitute for, and evi- 
dence of title to, the certificates may be assigned. 
A blank assignment may be printed on the stock, 
thus : 

Form 72. 



For a valuable consideration, I hereby assign and trans- 
fer to , of the City 

(or County) of , State of 

the within receipt and the payments for which it was given, 
and hereby authorize and direct the Secretary of the New 
Era Printing Company to issue to the order of said 

, in my place and stead, 

the shares of stock of said Company called tor 

by the within receipt and for which the payments mentioned 
therein were made. 



Washington, D. C, May 1, 1904. 



The receipt may be witnessed or acknowledged be- 
fore a notary. Sometimes there is considerable de- 
lay in having satisfactory certificates engraved and 
printed; and in such case,- it may be important that 
these receipts, being the equivalents of certificates, be 
attached. It may be desirable to have them litho- 
graphed and printed upon a good quality of paper, 
and to have them sigmed by the President and Sec- 
retary as well as the Treasurer. In some instances 
such receipts have continued in use for consid- 
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erable periods, and been dealt in extensively in 
stock exchanges, prior to being exchanged for certifi- 
cates. 

Under these circumstances the wording is so 
changed as to make the instrument resemble a cer- 
tificate more than a treasurer's receipt. In the case 
of a corporate enterprise which immediately becomes 
a pronounced success and at once realizes or gives 
promise of realizing large profits, these receipts may 
command a price in the market in excess of par value, 
though only part paid. They are commonly desig- 
nated "Installment Certificates," and way be in the 
following form : 
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These receipts should also have printed on their 
backs an assigfnment adapted to this special form of re- 
ceipt. It may be in the following form : 

Form 74. 

For a valuable consideration, receipt of which is hereby 

admitted, I hereby asign and transfer to 

, of the City (or County) of 

State of , my title to all shares which 

I have a right to demand and receive from the New Era 
Printing Company, a corporation, evidenced by my subscrip- 
tion therefor in connection with the within receipt and en- 
dorsements of payment endorsed below, on the back thereof, 
the same being ten shares; and I hereby direct and authorize 
the Secretary of said Company, upon complete payment there 
for, and performance of any other conditions specified in 
my said subscription, to issue a certificate, in due and reg- 
ular form, to the said , 

or to his order. 

Washington, D. C, May 1, 1904. 

.(Signed.) 

But after one of these is issued to a s'lbscriher, 
it will not be necessary to issue a new otu every time 
an installment upon the subscription is paid ; but there 
should be an additional blank in which the payments 
should be credited as they are made thus : 
Form 75. 



Date 


No of In- 
stallment 


When Due 


Amount 


Signature of 
Ti-easurer 


1904 

March 15 

April 15 

June 15 


I 
2 
3 


March 15, 1904 
April 15, 1904 
June 15, 1904 


J2.50 
2.50 
2. CO 


James Knox 
James Knox 
James Knox 
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The stubs of Treasurer's receipts haviiif; this form 
upon the back should also contain it, omitting the space 
for the Treasurer's signature. As the entries on the 
stub are made in regular course of bookkeeping, his 
signature would add nothing to then' evidentiary 
value. 

But the agreement between the subscriber and his 
assignee may bind the former to complete the pay- 
ments still due upon the stock for the latter's bene- 
fit. In that case, either the assignee should present 
the Treasurer's receipt when a payment has been 
made, and have the proper credit endorsed on the 
back (see Form 75), or the subscriber should obtain 
a separate receipt, simple in form, and assign it to the 
assignee. The latter may then have the proper en- 
dorsement made at his convenience, or merely keep 
the receipt and assignment as evidence. Such assign- 
ment may be in this form : 

Form 76. 

For a valuable consideration to me paid, I hereby assign 
and transfer the within receipt and payment to Robert Finn, 
together with all interest created or acquired by the pay- 
ment which it evidences. 

Washington, D. C, May 1, 1904. 

E. P. JONES. 

It is important to distinguish, however, between 
an assignment of a mere treasurer's receipt and an 
assignment of the more formal instrument shown by 
the above form, and signed by the officers whose 
duty it is to sign regular certificates. No contractual 
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relation exists between the corporation and the as- 
signee of shares of the corporation where no cer- 
tificate has been issued, and no transfer has been made 
on the books. The assignee's rights are of a purely 
equitable character, as a beneficiary of the assignor, 
and his only remedy, if the corporation should sub- 
sequently refuse to recognize his right to a certificate 
would be equitable, for the protection of his equitable 
rights.'^ 

But where there is no statute prohibiting the issu- 
ance oif certificates prior to full payment, the more 
formal instrument signed by the proper officers would 
no doubt be treated as a certificate, especially if au- 
thorized by a by-law provision. 

» Mechanics' Bank v. Seton, 1 Pet. (U. S.) 299. 
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§ 86. General View — Definitions and Distinctions. 

The interpretation and application usually g-iven 
by the courts and law writers to the term "pro- 
moter" is too limited. The definition of the term is as 
follows : 

" One who initiates a corporate enterprise. 
He brings the incorporation and the capital 
necessary to prosecute the contemplated busi- 
ness together, and is active in setting the corpo- 
rate machinery in motion." * 
One among all who concern themselves in 
bringing about a co-operation among incorporators 
of a company may be more active than others, but who- 
ever contributes either by way of effort or money, 
or by becoming a party to a preliminary agreement 
for the formation of a corporation, initiates it, — at 

225. 
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least aids in projecting and initiating it, and comes 
within the above definition. 

All who meet and sign an agreement to form a cor- 
poration, thereby "promote" a corporation. Such agree- 
ments are, therefore, discussed under this head, and 
the parties thereto are classed as promoters. In this 
broad sense, every corporate enterprise has promoters 
at its inception. We cannot conceive of a corporation 
coming into existence without some one actively in- 
teresting himself, and devoting effort and organization, 
and so becoming a promoter. 

A distinction exists between promotion agreements 
and stock subscriptions made prior to incorporation, 
though it would be sometimes difficult to point it out. 
This difficulty arises from the fact that the same 
agreement often combines both the promotion and 
the subscription feature. Whatever difference existS; 
will be seen by comparing the last preceding chap' 
ter and its forms with those of the present chapter. 
It has sometimes been vaguely asserted that a pro- 
moter occupies a fiduciary relation to the corpora- 
tion formed through his efforts, and to its stockhold- 
ers. It is true that at a certain stage of the proceed- 
ing his relation becomes confidential, and, he is bound 
to make full disclosure of all his transactions. But 
that stage is only reached, if ever, after he has ceased 
to be a promoter, and has become an associate witli 
others in the enterprise. He may not become an in- 
corporator or stockholder at all, or have any under- 
standing to that effect, in which case no fiduciary 
relation ever arises. 

A promoter may sell property to an association of 
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persons who contemplate becoming the organizers of 
a corporation at any price they are willing to pay, 
no matter how much or how little it may have orig- 
inally cost him, nor is he bound to make any dis- 
closure as to its cost, provided he make no fraudulent 
representations, such as would render a contract void- 
able under ordinary circumstances. But from the mo- 
ment that he and others begin to organize themselves 
into an inchoate corporation he assumes toward his 
associates a fiduciary relation which extends to all 
who may subsequently come in. From that time 
forward he cannot, any more than they, retain an in- 
dividual profit realized from dealing with the com- 
mon property or funds, without the common cod 
sent.^ 

Although the promoters of a corporation come into 
it at its creation as its only stockholders, directors 
and officers, yet they are not the corporation, and 
their contracts among themselves with reference to 
the corporate enterprise, are not the contracts of the 
corporation, nor do they in any way bind it, or con- 
trol it as a legal person unless afterwards ratified by it, 
or it makes itself a party thereto.* 

§ 87. Promoter's Contract With Incorporators. 

Where the promoter has purchased, or obtained 
options, upon land, or other property, and has found 
persons willing to associate themselves together 
and form a corporation, and in its name purchase from 
him such land or property, his contract with them may, 
be as follows: 
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Form 76. 



Know All Men By These Presents, That Whereas, I, John 
S. Rowe,' have purchased a tract of land from Enoch Ross, 
embracing about 240 acres, another tract of about 70 acres 
from J. F. Sharp, another tract of about 200- acres from 
Reuben Foss and others; 

And Whereas, a corporation is about to be formed, to 
be known as the Rowe Land and Water Company, the ar- 
ticles of which are now drawn; and whereas, the subscribers 
to the stock of said corporation are the real purchasers of 
said lands, although the contracts are made to me. Now, 
therefore, I hereby agree that as soon as the organization 
is completed, so that said Company can take the title to 
said lands, I will immediately convey all my right, title and 
interests in said lands and all water rights thereunto per- 
taining, and will assign all contracts that I may hold afTect- 
ing said lands or water rights to said Rowe Land and Water 
Company. 

In Witness Whereof, I have hereunto set my 
hand, this, the 1st day of March, 1904. 

(Signed.) JOHN S. ROWE. 



§ 88. Promoter's Agreement With Incorporators, With 
Provision for His Compensation. 

The promoter's compensation does not appear in 
the last preceding form. It niay, in such case, con- 
sist in shares of stock issued as full paid, in exchange 
for "services." 

But where the promoter does not take stock in 
the corporation upon its formation in payment, in 
whole or in part, for his services, or as a profit 
upon his investment, he may be paid in any way 
agreed upon. A common method is for him to make a 
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formal assignment of all his rights and interests to the 
corporation for a stipulated sum. Such assignment may 
be as follows : 

Form 77. 



This Indenture, made the 2nd day of January, in the year 
of our Lord, one thousand nine hundred and four, between 

John S. Rowe, of the County of , State of 

, the party of the first part, and 

The Rowe Land and Water Company, a corporation duly 

organized and existing under the laws of the State of 

.... — having its principal place of business 

at the City of , County of 

, State of , 

the party of the second part. 

Witnesseth, That the said party of the first part, for and 
in consideration of the sum of fifty thousand dollars, ($50,000), 
gold coin of the United States of America, to him in hand 
paid by the said party of the second part, and other good 
and valuable considerations, the receipt whereof is hereby 
acknowledged, does by these presents grant, bargain, sell, 
convey and confirm unto the said party of the second part, 
and to its successors and assigns forever, all those certain lots, 
pieces or parcels of land situate, lying and being in the 

County of , State of 

, and bounded and particularly described as fol- 
lows, to wit : 

(Here follows description.) 

Together with all and singular, the water, water rights, 
tenements, hereditaments and appurtenances thereunto be- 
longing, or in any wise appertaining, and the reversion and re- 
versions, remainder and remainders, rents, issues and profits 
thereof. 

To Have and to Hold, all and singular, the said premises, 
together with the appurtenances, water and water rights, unto 
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the said party of the second part, and to his successors and 
assigns, forever. 

In Witness Whereof, the said party of the first 
part has hereunto set his hand and seal, 
the day and year first above written. 
(Seal.) JOHN S. ROWE. 

(Acknowledgment.) 



§ 89. Promoters' Contracts Should Contain Specific 
Terms. 

Such agreements may be simple and concise, or 
very elaborate. Mpre than one form will be given. 
The first form given is not sufficiently definite and 
is not commended for use, but is simply an illustra- 
tion of those often inadvertently employed and result- 
ing in litigation. 

Form 78. 

(Not recommended for use.) 

We, the undersigned, for and in consideration of the sum 
of one dollar, in hand paid by each of the parties to the 
others, the receipt whereof is hereby acknowledged, agree 
that we will jointly purchase the following real property, con- 
sisting of real estate and water, situated in 

County, State of , and known and 

described as follows, to wit: The tract of land amounting 
to 20 acres, more or le&s, kaown as the Ross tract; the tract 
of 50 acres, more or less, known as the Sharo tract ; the 
tract of 200 acres, more or less, known as the Rossmore tract; 
making a total of land amounting to about 450 acres, for 
which we agree, each with the others, to pay the sum of $50,000, 
we each agreeing to pay fo2- and take the respective interests set 
opposite our names. 

We furthermore agree that we will, as soon as possible. 
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meet for the purpose of, and organize and perfect a corpora- 
tion to be known by such name as may be agreed upon; the 
object and purpose of said corporation being for the pur- 
chase and sale of land and water in said 

County, and elsewhere, and we hereby agree to so organize 
such company at as early a date as practicable, and agree to 
take our proportionate equal number of shares of stock in 
said incorporated company and agree that said land so pur- 
chased by us shall be transferred to said company, to be organ- 
ized as above indicated. 
This January 8, 1904. 
( Signed.) 

JOHN S. ROWE, One-fifth 

ENOCH ROSS, " " 

J. F. SHARP, " " 

REUBEN FOSS, 
ROBERT ROSSMORE, " 

The absence of any remedy for the enforcement 
of subscriptions taken prior to organization, unless 
the corporation in contemplation is actually created 
and organized, has resulted in their disuse to a great 
extent. An oral agreement among the incorporators 
is now often made to serve all the purposes that a 
written agreement formerly served. Still, a formal 
writing containing mutual covenants facilitates the 
apportionment of the shares, and may prevent delay 
and litigation as to the number of shares each is en- 
titled to have issued to him after organization. For 
instance, where, as is oftener the case than otherwise, 
the parties participating in the formation of the cor- 
poration are to take part or all of its stock, and prop- 
erty is to be turned over or conveyed to it in pay- 
ment, there should be a distinct understanding before- 
hand, just what property, real or personal, or both,. 
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each person is to contribute, the value in money at 
which it is to be appraised, or if it is simply to be ac- 
cepted for stock without appraisement, the number 
of shares that are to be issued for it. 

As above stated, if one signing such an agreement 
should refuse to sign articles of incorporation, and with- 
out his doing so, the attempt to form a corporation 
proved abortive, the others interested with him would 
be practically remediless, since there could be no stan- 
dard for the measurement of damages in such a case, 
and they could only recover nominal damages. It is 
always more satisfactory, however, and may obviate 
disagreements and litigation if the exact character of 
the corporation to be formed, its purposes, the vari- 
ous interests, etc., be accurately and specifically set 
forth. The next form contains such specifications. It 
provides compensation to the promoter, consistng of 
both money and shares. 

Form 79. 

This Agreement, made and entered into this 1st day of 
March, 1004, by and between John S. Rowe, of the County 

of , State of , 

party of the first part, and John Goode, and E. P. Jones, 

of the County of , State of , 

parties of the second part, witnesseth: 

That the parties hereto agree to immediately form a cor- 
poration for the following purposes, viz.: To buy, sell, lease 
and mortgage real estate; to buy, sell and hypothecate all 
kinds of personal securities; to loan money on any kind of 
security; to mine for oil, gas, water, asphaltum, or any other 
substance; to buy, sell and lease oil lands; to construct oil 
wells; and to do anythng necessary to carry on a general busi- 
ness for tht production and sale of oil, water, gas, asphaltum, 
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or any other substance mined from the ground; to buy and 
sell oil, gas, water, asphaltum, and like products upon commis- 
sion, or otherwise; to construct tanks and houses for the storage 
of oil, and to do a general storage business; to conduct a gen- 
eral mercantile business. 

That the amount of the capital stock of the said cor- 
poration shall be $1,000,000, divided into 100,000 shares of the 
par value of $10 each, one-half of which shall be issued to 
and belong to the party of the first part and the other half 
of which shall be issued to and belong to the parties of 
the second part, except that a sufficient amount of said stock 
to qualify the directors of said corporation shall be issued 
to persons other than the parties of the first and second part 
hereto. 

The corporation to be so formed shall have six direct- 
ors, three of whom shall be chosen by the party of the first 
part and the remaining three by the parties of the second 
part; and the selection by the party of the first part and the 
selection by the parties of the second part shall be final and 
conclusive as to both parties hereto, that is to say, the di- 
rectors chosen by the party of the first part shall be ratified 
and confirmed by the parties of the second part, and the 
directors chosen by the parties^ of the second part shall be rat- 
ified and confirmed by the party of the first part. 

The parties of the second part agree to immediately ad- 
vance to the party of the first part the sum of $500 in considera- 
tion of these presents. 

It is further agreed that the corporation so formed shall 
immediately procure to itself from the Americus Petroleum 
Company, a corporation, for the term of 15 years, a lease 
of all lands now held, by said corporation, either by location, 
ownership or lease, upon the terms and conditions set forth 
in that certain instrument of lease, a copy of which is hereto 
attached and made a part hereof, which said instrument of 
lease shall contain an option for the purchase of said lands 
upon the terms and conditions set forth in said instrument 
hereto attached. The parties of the second part shall ad- 
vance all moneys necessary for the development of said lands. 
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and shall, within thirty days from the execution of the lease 
herein provided for, begin the construction of a well on said 
premises, and shall diligently prosecute the construction there- 
of to completion; and shall commence the construction of 
a second well within 15 days from the completion of the first 
well, and will diligently prosecute the same to completion, 
and shall further prosecute the work of the development of 
said lands diligently during the full term of the lease, and 
for a failure so to do, all rights and interests held by them 
in said lands shall cease and be forfeited, except as to the 
acre tracts around each well drilled otherwise provided for said 
lands. 

In the case of the purchase by said corporation hereafter 
to be organized the said company so to be organized will pay 
therefor the sum of $20 per acre; the parties of the first and 
second parts shall advance the moneys necessary to make • 
the payment for said lands in equal parts, provided that the 
parties of the second part shall be entitled to a credit on 
account of said purchase of all sums advanced by them for 
the development of said lands, including the sum of $500 ad- 
vanced to said party of the first part, and to the amount of 
one-half the value of said lands at said price the party of 
the first part agrees that the parties of the. second part shall 
be reimbursed for said expenditure so made by them in 
case of said purchase in the manner aforesaid; provided that 
the amounts so advanced by the parties of the second part 
shall not exceed one-half the amount of the purchase price 
of said lands at the rate above prescribed; and provided also, 
that in case the said corporation shall not elect to purchase 
said lands under its option in said lease, the parties of the 
second part hereto shall be reimbursed for any advance or ex- 
penditure made by them hereunder from the production of oil 
on said premises, but not otherwise. 

It is further agreed that the party of the first part shall 
name the President, and the party of the second party shall 
name the Secretary and the Treasurer for the corporation to be 
formed for the first year of its existence; and it is further agreed 
that no salary shall be paid to any officer of said corporation 
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until hereafter mutually agreed upon between the parties of the 
first part and second part. 

It is further agreed that an accurate account shall be 
kept by the parties of the second part of all expenses incurred 
by them in the work of developing said lands, and that no 
unnecessary expenditure shall be incurred therein, and the 
party of the first part may, at any and all times, have access 
to such accounts and be informed thereof. In case of the 
failure of the corporation to be formed as herein provided, 
to purchase said lands, the party of the first part shall not 
be liable for any expenditures made by the parties of the second 
part in pursuance of this agreement or said lease. 

In case the lease herein provided for shall not be executed 
this agreement shall become null and void and the $500 advanced 
by the parties of the second part to the party of the first part 
shall be immediately refunded to them. 

In Witness Whereof, the parties hereto have 
hereunto set their hands and seals, the day 
and year first above written, 

JOHN S. ROWE, (Seal.) 
JOHN GOODE, (Seal.) 

E. P. JONES, (Seal.) 



§ 90. Proceedings Taken to Carry Out Promoter's 
Agreement. 

Usually a meeting is held among the subscrib- 
ers, after the desired amount in subscriptions is ob- 
tained, and a number of them are selected to execute 
articles. Those so selected usually designate them- 
selves in the articles as directors for the first year, 
and specify the amount of stock which has been sub- 
scribed, and by whom. But it is not necessary that all 
who have subscribed be named in the articles. As to 
whether any effective remedy exists against those who 
do not sign the articles is a different question. At such 
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preliminary meetings a committee is usually appoint- 
ed to procure further subscriptions. Such committee 
may be also empowered to collect such subscriptions as 
are made payable prior to incorporation, or some bank 
may be designated to hold all subscription papers in 
escrow and to receive payments. 

The business in hand may be so urgent as not to ad- 
mit of the delay incident to the complete organization 
before consummating it. For instance, a number of in- 
dividuals may obtain a short option upon a tract of 
mineral or agricultural land, or a valuable water right, 
the exercise of which is the main incentive to the for- 
mation of the corporation, and which would be lost 
by lapse of time, if not exercised before the corpora- 
tion can be created and fully organized. In all such 
cases the appointment of a committee or general agent 
prior to incorporation is necessary. Whatever money 
is needed to secure the property or right to be exploit- 
ed by the corporation must be deposited with such 
committee or agent, and the subscribers advancing 
it are entitled to credit therefor on subscription ac- 
count. The money may be paid to the persons who 
have given the option or deposited, together with deeds 
agreements, etc., from the latter to the proposed cor- 
poration in escrow. 

The following principle governs subscription agree- 
ments made before incorporation. The promise is 
original, voluntary, or in the nature of a mere open 
proposition. But, when accepted and acted upon by 
the parties authorized to do so, before he retracts or 
repudiates it, he loses the right to revoke it.^ If 
the ageement precedent to incorporation amounts to 
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a mere offer to become a shareholder without speci- 
fying the number of shares the party agrees to sub- 
scribe for, and there is no delivery of the agreement 
to a committee or agent appointed to represent the 
corporation and to deliver it to the corporation 
when 'formed, such agreement is void for uncertainty 
as well as non-delivery to a party entitled to receive 
it. But if the agreement be sufficiently definite, be 
delivered to a proper committee or agent, and after- 
wards be delivered to the proper corporate officer, it 
constitutes a binding and enforceable contract of sub- 
scription.* And although no particular form of ac- 
ceptance is essential in order to constitute an offer 
to become a shareholder, a binding contract, which 
the corporation can enforce, yet there must be some 
unequivoca 1 act on the part of those representing 
the corporation, so .' that there can be no doubt of the 
obligation of the corporation to recognize the person 
making the offer as a shareholder, and to issue to him 
a certificate.' 

§ 91. Relation of Shareholder Not Created by Such 
Agreement, 

A contract to become a shareholder does not con- 
stitute a shareholder. He does not become such until 
all the conditions are performed on the part of the 
corporation; and until such performance, he may re- 
fuse to proceed and consummate the agreement by 
taking and paying for the shares. In that case, the 
only remedy of the corporation is a suit for damages for 
breach of contract.' 
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§ 92. Agreements Similar to Promoter's Agreements 
After Incorporation, but Before Issuance of 
Stock Certificates. 

Very similar to such agreements as have been dis- 
cussed in preceding sections of this Chapter are those 
made after the corporation is organized, but before any 
certificates have been issued. 

It has been previously stated that the stockholders 
may agree among themselves as to the payment for 
shares in property, or services, or as to other terms 
upon which stock may be issued. It was also stated 
that the directors may accept property or services for 
stock. The stockholders may also mutually agree 
among themselves for a distribution of all or part of 
the stock. Such agreements should be in writing, and, 
if possible, signed by all the incorporators before any 
certificates are issued. The advantage of the mutual 
agreement over the action by directors consists in 
the fact that any dissenting shareholder may ques- 
tion the adequacy of the consideration, or the good 
faith of the parties to the transaction, when in the lat- 
ter form, whereas, if done by unanimous agreement 
among the incorporators before the issuance of any 
certificates, and before any indebtedness has been 
contracted, the matter becomes conclusive upon the 
corporation, all those at the time inetrested, and all 
who may afterwards become stockholders or cred- 
itors. 

Such agreement may be as follows : 

Form 80. 

This Agreement, made the 22d day of May, 1904, by and 
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between B. L. Finch, J. F. Cross and John D. Marcum, all 

of the County of , State of 

the parties hereto witnesseth : 

That for and in consideration of the sum of one dollar 
in lawful coin of the United States, respectively paid by the 
parties hereto, and the covenants mutually made herein, to 
be kept and performed by the several parties hereto, the 
said Finch, Cross and Marcum, their heirs and assigns, do 
agree as follows, to wit: 

1. Whereas, the said B. L. Finch is the discoverer and 
proprietor of a cough mixture, the name of which is copy- 
righted as "Excelsior;" also of an ointment for the cure of 
rheumatism, which he proposes to copyright, both of which 
medicines and complete formulae of compounding and pre- 
paring is known only to said Fnch; and also certain other 
medicines, and medicines manufactured from and containing 
health-giving properties, and certan formulae, drawings, cuts, 
and means of advertising said medicines. 

2. Whereas, said John D. Marcum is the proprietor of 
160 acres of land located in Sections 28 and 21, Tp. 26 N. R. 
5 E., M. D. M., patented, on which said lands are quantities 
of the raw material for the manufacture of said medicines; 
also a distillery, condenser with all tools, barrels, appertain- 
ing thereto, situated on Section 21, Twp. 26 N., R. 5 E., 
M. D. M. The right of the use of water and right to use 
sufficient land where the dist'illery is now situated, for the 
purpose of operating the same, and the right to cut wood 
from said land and right of way thence, and also has applied 
for and is about to .obtain title to the following described 
lands, to wit : 

(Here insert description.) 

3. Whereas, the said J. F. Cross is, or is about to be- 
come, the proprietor of certain other similar lands, described 
as follows: 

(Here insert description.) 

4. Whereas, the above-named persons have incorporated 
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themselves in*o a corporation known as the Excelsior Medical 
Company; 

5. Whereas, all the above-named property is required for 
the busines of said corporation in manufacturing and seling 
said medicines; 

Now, therefore, the said B. L. Finch, on his part, for 
and in consideration of 12,750 shares of the full paid cap- 
ital stock of the Excelsior Medical Company, and the fur- 
ther sum of $1,000 cash, hereby agrees to sell, transfer, re- 
mise, relinquish and assign to said Excelsior Medical Com- 
pany all his rights, privileges, franchises and emoluments of 
every name and character in the properties, distilleries, for- 
mulas, etc., metioned in section numbered "1" of this Agree- 
ment above mentioned. 

And the said John D. Marcum, on his part, for and in 
consideration of the number of five thousand shares of the 
capital stock of the Excelsior Medical Company, full paid, 
hereby agrees to sell and convey to the said Company the 
property mentioned and set out in the section of this Agree- 
ment numbered "2"; that is to say, the title to the land, 
in said patented section described, is to remain in said Mar- 
cum, but all rights and privileges connected with said land 
and trees necessary and convenient for the purposes of the 
Company in extracting medicinal properties," and the distillery 
and condenser, now on the grounds, right of way and water 
rights, go to said Company. 

And the said J. F. Cross, on his part, hereby agrees that 
for and in consideration of 12,750 shares of the full paid stock 
of the Excelsior Medical Company, he will sell and guar- 
antee to the said Company the property and exclusive right 
to collect material for the manufacturing of said medicines 
on the lands in the section of this Agreement numbered "3," 
set out as soon as title thereto can be obtained. The par- 
ties hereto are to have reasonable time in which to comply 
with the agreement herein mentioned, such time to be judged 
"by the requirements of obtaining title and perfecting 
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the same to property, and preparing the books of said cor- 
poration. 

Witness our hands and seals', this 1st day of 
May, 1904. 

B. L. FINCH, (Seal.) 

J. F. CROSS, (Seal.) 

JOHN D. MARCUM, (Seal.) 



Such a transaction would no doubt be effective 
without further action other than the issue of the cer- 
tificates representing the stock. There should be as 
many originals of the writing as there are parties to 
it, and an extra original should be filed with the Sec- 
retary for his protection. But such an agreement 
shoud be executed before the first meeting of the cor- 
poration and at such meeting should be formally rat- 
ified. 

The minute entry of such action may be as fol- 
lows : 

Form 81. 



Mr. J. F. Jones then stated to the meeting the conditions 
of a certain Agreement, made the 1st day of May 1904, trans- 
ferring the property therein named to the Excelsior Med- 
ical Company, were that the capital stock of the Excelsior 
Medical Company should be distributed and issued as fol- 
lows : 

13,750 shares of full paid capital stock of said Company to 
B. L. Finch; 12,750 shares of the full paid capital of said 
Company to J. F. Cross; and 5,000 shares of the full paid 
stock of said Company to John D. Marcum, and that the 
remaining 19,500 shares of the capital stock of said Com- 
pany be reserved for sale for working capital. Whereupon, 
Mr. C D. Hoag moved that the capital stock of the Ex^ 
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celsior Medical Company be issued by the Secretary as fol- 
lows, to wit : 

To R. L. Finch, 12,750 shares; to A. F. Jones, 12,750: 
to John D. Marcum, 5,000 shares; to J. C. Tannu, 20 shares; and 
to C D. Hoag, 10 shares, which said motion was voted upon 
and unanimously adopted. 
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7 Parker v. Northern Centr. R. R. Co., 33 Mich. 23; 
Northern Centr. R. R. Co. v. Eslno, 40 Mich! 222 

8 Thrasher v. Pike County R. R. Co., 25 111. 393; Rey v. 
Ebensburgh, etc., Plank R. Co. 27 Pa, St. 261; Sewall v. East- 
ern R. R. Co., 9 Cush. (Mass.) 6; Mt. Sterling Coal Road Co. 
V. Little, 14 Bush (Ky.) 429. 
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§ 93. Obligation to Fully Pay Subscriptions Cannot 
Be Evaded — Discussion of Legal Principles 
Governing Herein. 

A corporation cannot, by a mere agreement with a 
stockholder, or otherwise, than by a forfeiture of his 
shares under the terms of the charter, general law, or 
by-laws, or a bona fide compromise, release him from 
his bligation to make full payment for his shares, with- 
out unanimous consent of the other shareholders, nar 
even then to the prejudice of an objecting creditor.' 
While persons may insert such conditions in their 
contracts of subscription as those in control of the cor- 
porate scheme are willing to accept, and refuse to pay 
for the shares until such conditions are complied with. 
yet, the agreement having been thus reduced to writ 
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ing, all secret conditions and reservationo and col- 
lateral oral agreements between the subscribers and 
corporate agents are ineffective, and will be treated 
as fraudulent, and as no defense to an action by the 
corporation upon the subscription.^ Any other sub- 
scriber who pays for his shares may object and pre- 
vent the secret and fraudulent agreement being given 
effect. Each has a vested right in the contract of 
subscription of every other stockholder.' 

Attempts by corporate managers, in the name of the 
corporation, to release subscribers from all or part of 
their subscriptions have been, with great unanimity, 
held by the courts to be ultra vires, and fraudulent as to 
creditors and other subscribers.* 

But collateral agreements between subscribers and 
promoters, whereby the latter bind themselves to take 
the shares in case the former become dissatisfied with 
their investment, are enforceable between the imme- 
diate parties thereto, regardless of the rights of other 
subscribers, the corporation and creditors.' 

The enforcement of the agreement simply results 
in the substitution of one stockholder for another, and 
does not have any effect to injure other subscribers 
or to defraud creditors. And aside from the rights and 
equities between the shareholder and others, an agree- 
ment between a shareholder and a director, whereby 
the latter indemnifies the former against calls for un- 
paid subscription is valid and enforceable.' 

It has been held that by unanimous concurrence 
of all the directors and stockholders, its shares of stock 
may be issued as paid up for less than their par value, 
as well as in exchange for labor and property. Stock 
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issued in exchange for labor or property is, upon law- 
ful consideration, and is neither fictitious nor void as 
to the public' 

But the proposition that by unanimous consent one 
may become vested with all rights as a stockholder 
upon payment of less than the face value of shares 
only holds good as between the stockholder and be- 
tween them and the corporation. It does not have 
the effect of relieving him of liability to creditors, 
where, after the issuance of such stock the corpora- 
tion becomes unable to meet its obligations. In the 
latter contingency, the holder of stock so issued is 
liable for the difference between what he paid and the 
par value.' 

Stockholders have resorted to various devices to 
avoid this rule of law ; but the courts have ignored 
all forms and semblances and given effect to the rule, 
upon the theory that unpaid capital is a trust fund 
for creditors, while the corporation is a going con- 
cern and lawfully carrying on its business, it may use 
its funds as freely as any other individual. It is not 
at all hampered by the idea that it holds its assets in 
trust for creditors. But when it has ceased to be a 
going concern and the question of a division of its as- 
sets has arisen, then the claims of creditors are prior 
to those of stockholders. 

It is upon this principle that unpaid subscriptions 
may be collected to provide a fund for the payment 
of creditors, although the corporation itself has re- 
leased them, or has accepted less than the par value 
of the stock in full payment. 

And agreements between the corporation and its 
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stockholders to accept less will be disregarded and 
treated as a fraud upon the rights of creditors, in the 
event of insolvency.' 

The doctrine above stated has never been over- 
thrown, or questioned by any respectable authority, 
though there are cases in which, upon very unsatis- 
factory reasoning, from the facts, it was held that the 
principle did not apply.^" A later decision of the high 
tribunal which decided the cases just referred to, is 
in full affirmance and accord with its earlier deci- 
sions.''^^ 

A contrivance sometimes adopted to avoid the opera- 
tion of the rule is for all corporators to come together 
and agree that the issue of the stock to them shall 
be treated as a sale of the stock by the corporation 
at a price less than its face value. Such devices uni- 
formly prove ineffective where the question comes be- 
fore the courts.^^ 

§ 94. Subscribers Not Bound to Pay When Statutory 
Amount Not Subscribed. 

But the foregoing rule of absolute and indefeas- 
ible liability has no application where the statute under 
which the corporation is formed itself makes the sub- 
scription conditional. In such case the liability is post- 
poned until the condition is complied with. 

The amount of subscriptions which must have been 
previously received to authorize the levying of an 
assessment is sometimes prescribed by statute, and 
the directors have no power, where such statutes are 
found, to levy an assessment until the statutory amount 
has been subscribed.*' Of course, even in these in- 
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stances, the subscribers may, and frequently do, make 
voluntary payments of their subscriptions, and thus 
enable the corporation to proceed with the accomplish- 
ment of its objects. It is only intended here to ex- 
plain that there is no enforceable obligation to pay 
until the statutory percentage has been subscribed. (See 
next Section.) 

§95. Payments for Shares in Property. 

The procurement of cash subscriptions is the na- 
tural, and ordinary, but only one of the methods of 
promoting or financing a corporation from its incep- 
tion. At the present day, many corporations are start- 
ed otherwise than upon the basis of outright cash 
subscriptions, as the only dependence for procuring 
capital to commence business. 
Corporations are often formed to take over property, 
improved or unimproved, and to either develop it to a 
state of productiveness and then sell it, or operate it 
upon improved plans, or operate it as previously op- 
erated for a profit. One purpose is, in almost every in- 
stance, the provision of additional money capital. That 
is accomplished in one or the other of three ways; 
either the owners of the property make cash payments 
for a certain percentage of stock in addition to that 
paid for in property, or some others are taken into the 
scheme who are wilHng to make cash subscriptions; 
or after obtaining all the stock in exchange for their 
property they make a donation of shares to the cor- 
poration, which is sold in the market for cash as treas- 
ury stock, thus realizing cash for the uses of the cor- 
poration. 
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The resolution accepting property in payment for 
stock, whether by a stockholders' meeting or directors, 
may be as follows : 

Form 82. 



Whereas, William Wilton offers in writing to sell, assign 
and convey to this Company the entire plant of the Economic 
Paper Company at Providence, Rhode Island, as set forth 
in a statement and schedule attached to his said offer, in ex- 
change for all the unsubscribed capital stock of this corpora- 
tion, to wit, seven hundred shares, to be issued to him in 
exchange for said property as full paid ; and, whereas, it 
appears that the said property is necessary for the purposes 
of this corporation, and is at least equal in value to said 
stock. 

Therefore, resolved that said offer be accepted, and, upon 
the execution and delivery of sufficient conveyances in fee sim- 
ple of all the title an interest of the said Wilton in and to 
the real estate upon which said plant is situated, or which is 
used in connection therewith, as specified in said offer, state- 
ment and schedule, and delivery of all of the personal prop- 
erty specified to this corporation, the President and Secretary 
are authorized to issue a certificate or certificates representing 
said seven hundred shares of stock to the said Wi'liam Wilton, 
or to his order. 



In case of a corporation formed for the express pur- 
pose of taking over the property of another corpora- 
tion, or of individuals, it is doubtful if any resolution 
be necessary. If one be adopted, it may be in the same 
form as the foregoing. Of course, even in that case 
conveyances of real estate must be made, and personal 
property delivered. 

Where a corporation has been formed to take over 
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and develop existing property, the incorporators are, 
as a rule, for the most part, mere dummies. After the 
organization is complete, the owner of the property 
to be taken over makes a proposition to the corporation, 
which may be as follows : 

Form 83. 



To the Stockholders and Directors of the New Era Printing 
Company, 
. Washington, D.- C. 

I hereby offer you in exchange and full payment for the 
entire capital stock of your company, including the shares 
subscribed for by the incorporators, the entire plant of the 
printing office heretofore conducted by the un4ersigned at 
79 Printing House Square, in the City of Washington, Dis- 
trict of Columbia, consisting of a full complement of metal 
type, power presses, hand presses, etc., all of which will 
more fully appear from the schedule attached hereto, all of 
which is in good condition and of the value of at least 
$75,000. 

If the above proposition be accepted, the entire capital 
stock of your Company, excepting the shares subscribed for 
by the incorporators, is to be issued to my order full paid, 
conditionally upon the delivery to an agent of your company, 
duly authorized by you of said plant, including all the articles 
named in said schedule, the same when so delivered to be 
in good serviceable condition. In the event of the accept- 
ance of the above proposition, I agree either to assume 
the payment of the subscriptions already made to the cap- 
ital stock and to have the certificates representing the same 
issued to persons to be named by me, or that the 
subscribers therefor shall make payment according to the 
terms of their several subscriptions and continue as stock- 
holders. 

In either event I also agree to turn over to the Treasurer 
of your corporation of the shares issued to me, not less than 
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one hundred shares of the par value of $100 each. Such stock 
to be sold as Treasury stock for the best price obtainable, with 
a view to providing working capital for the Company. 
This January 20, 1904. 

Respectfully, 

JOHN D. WARDLAW. 

Probably the Board of Directors, in most of the 
States, would have authority to entertain such a prop- 
osition, and conduct the negotiations to a close. Biat 
it would usually expedite matters and avoid friction, 
disputes and complications to submit the whole mat- 
ter to a meeting of stockholders, after which the di- 
rectors could carry out their will. The stockholders 
might, if desirous of accepting the foregoing proposi- 
tion, adopt a resolution as follows : 
Form 84. 

Whereas, a proposition from John D. Wardlaw, bearing 
date of January 20, 1904, has been received offering to ex- 
change for the unsubscribed capital stock of this corporation, 
to be issued to him full paid, certain property in his offer and 
in the schedule annexed thereto set forth and described, and 
to donate 100 shares of the stock, to be issued to him 
as treasury stock ; and whereas it appears to the stock- 
holders of this company that the said property is desirable 
for the purposes of this company, and is reasonably worth 
the price placed upon it by the said Wardlaw, and that it will 
be to the interest of this company and all its stockholders to 
accept this proposition; 

Therefore, resolved that said proposition be and the same 
is hereby approved and accepted, and the Board of Directors 
of this corporation are hereby authorized and directed 
to take all necessary and proper steps to make the said ex- 
change and issue of stock and to carry the same fully into 
effect. 
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Action must then be taken by the Board of Direc- 
tors, which may be by resolution as follows : 

Form 85. 

Be it resolved, pursuant to authorization and direction, 
by the stockholders of this corporation, the New Era Printing 
Company, in meeting assembled, on the 1st day of March, 
1904, the property mentioned, described and scheduled by John 
D. Wardlaw, in and accompanying his ofler of January 20, 
1904, be, and the same is hereby accepted in full pay- 
ment for all the unsubscribed shares of the capital stock 
of this corporation, and the President and Secretary of this 
corporation are hereby authorized and directed to ac- 
cept delivery of said property, and to issue in exchange 
therefor the entire unsubscribed stock of this corporation, 
as full paid stock, to the said John D. Wardlaw, or 
to such person or persons, as may be in writing designated 
by him. 

Sometimes the person making a proposition of this 
general character prefers to obtain ownership or con- 
trol of all the stock, including that already subscribed. 
In that case he will first have arranged with those who 
have already subscribed for a purchase of their sub- 
scriptions, conditioned upon the acceptance of his offer 
to exchange his property-for the unsubscribed shares. In 
his offer he will then mention this conditional arrange- 
ment. 

The conditional assignment by the subscribers may 
be as follows : 

Form 86, 

We, the undersigned, being all the present subscribers 
to the capital stock of the New Era Printing Company, in con- 
sideration of the sum of one dollar to each of us in hand 
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paid, receipt whereof is admitted, and in consideration of 
certain undertakings and agreements, do hereby sell and as- 
sign to John D. Wardlaw all our rights in said corporation 
arising from and incidental to our having subscribed for the 
shares of its capital stock, appearing opposite our respective 
names below. 

This assignment is upon the condition that said cor- 
poration accept the proposition made to said corporation 
by the said Wardlaw on the 20th day of January, 1904, in- 
volving an exchange of property for the entire subscribed 
capital stock, and that this exchange be entirely consummated 
on both sides. 

(bignatures of Stockholders.) 

§ 96. Assessments — Levy Of, By Resolution. 

Assessments are levied by resolution. Great care 
should be taken that the resolution be in proper form 
and that nothing essential be omitted. The following is 
sufficient and easily adaptable : 

Form 87. 

Be it resolved that the sum of ten thousand dollars 
($10,000) be and is hereby called in from the stockholders of 
this corporation for the purpose of meeting the requirements 
of a resolution passed at a special stockholders' meeting held 
on March 10th, 1904, to dispose of the present plant of this 
company and substitute one comprising more modern ma- 
chinery, and an assessment of ten per cent., being ten dol- 
lars for each share, be and the same is hereby levied upon 
each and every share of the subscribed capital stock, pay- 
able on or before the 25th day of May, 1904, to the Treas- 
urer of this corporation, at this office. No. 50 Printing House 
Square, in the City of Washington; and that the asth day 
of June. 1904, be and is hereby fixed as the day on which 
said assessment shall become delinquent, and the 26th day 
of July, 1904, be and is hereby fixed as the day for the sale 
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of all stock delinquent upon this assessment. The Secretary is 
hereby authorized and directed to give all notices required by 
this resolution, and the provisions of the statutes and by-laws 
of this corporation pertaining to assessments, delinquencies 
and sales. 

§ 97. Assessments — Notice to Stockholders of Levy of. 
— Herein of Waiver. 

The notice of the levying of an assessment may be 
as follows : 

Form 88. 

Office of 

NEW ERA PRINTING COMPANY. 
50 Printing House Square, 
Washington, D. C. 
Notice is hereby given that by resolution of the Board 
of Directors, adopted on the 15th day of April. 1904, an as- 
sessment of ten per cent, on the subscribed capital stock of the 
above named corporation was called for, to be paid to the 
Treasurer, at the office of the company, on or before the 15th 
day of May, 1904. 

This April 16, 1904. 

J. F. WESTON, 

Secretary. 
All checks should be made payable to 

JAMES KNOX, 

Treasurer. 

The above form is suitable for sending by mail as well 
as for publication in newspapers. 

Under the statutes of some of the States, notice of 
an assessment must be given a stated length of time 
before the date fixed therein for payment. Such re- 
quirement may be waived, however, either by com- 
plying, or signing the written waiver. Such an assess- 
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ment wouM be invalid and non-enforceable as to all ob- 
jecting stockholders. The waiver may be general, or it 
may relate to a single assessment. The general form 
may be as follows : 

Form 89. 

We, the undersigned subscribers to the capital stock of 
the New Era Printing Company, a corporation, hereby waive 
all the requirements of law as to notice of assessments upon 
the shares of stock of said corporation subscribed by us, 
and by each of us respectively, and as to the time and place 
of payment of any such assessments, and we hereby agree 
to pay to the Treasurer all or any part of the amount to 
be paid upon our subscriptions, in such amounts and at 
such times and places as may be prescribed by the Board 
of Directors of said corporation. 
Washington, D. C, Jan. 15, 1904. 

E. P. JONES, 
M. L. BENNETT, 
ASA ROBERTS, 
J. F. WESTON. 

Under such a waiver the directors may un- 
doubtedly call for the entire subscribed capital at 
once. 

§ 98. Forfeiture and Sale of Stock for Non-Pasnnent 
of Assessments. 

Upon failure of one or more of the ' stockholders 
to respond to the call, or notice, to pay assessments, 
the next step is to enforce payment, or, in default of 
payment, a forfeiture of the shares. The remedies by 
action by the unpaid subscription and by sale are con- 
current. 

The sale may be upon the notice prescribed 
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by statute or by-law provisions not inconsistent with 
the statute, and may read as follows : 

Form go. 

DELINQUENT SALE NOTICE. 
NEW ERA PRINTING COMPANY.— Location of prin- 
cipal place of business, 50 Printing House Square, Wash- 
ington, D. C. 

NOTICE. 
There is delinquent upon the following described stock, 

on account of assessment (No ) levied on the 

18th day of May, 1904, the several amounts set opposite the 
names of the respective stockholders, as follows: 

No. of Cer- No. of 
Names. tificate. Shares. Amount 

Enos Roop 5 30 |200 

John Diggs 16 45 450 

Henry Johnson 11 15 150 

And in accordance with law, and an order of the Board 
of Directors, made on the 18th day of January, 1904, so many 
shares of each parcel of such stock as may be necessary will 
be sold at public auction at the office of the com- 
pany, No. 50 Printing House Square, Washington, D. C, 
on SATURDAY, the 12th day of August. 1904. at the hour 
of 2 o'clock P. M. of said day, to pay said delinquent assess- 
ment thereon, together with costs of advertising and expenses 
of sale. J. F. WESTON, Secretary. 

§ gg. Subscribers Need Not Wait for a Call, But Can- 
Not Give Preference Among Creditors. 

A stockholder need not wait for a call. He may at 
any time pay to the corporation the amount of his 
unpaid subscription to its stock, in discharge of his 
liability thereupon. But he cannot take upon himself 
the authority of the corporation and voluntarily pay his 
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stock subscription to one of its creditors in preference 
to other creditors and to their injury. Nor can he, by 
making- such payment without authority from the cor- 
poration require the right to have it entered upon its 
bboks as a payment upon his subscripton.^* 

1 Melvin v. Lamar Ins. Co., 80 111. 459. 

2 Blodgett V. Monill, 20 Vt. 509; White Mountain R. R. 
Co. V. Eastman, 34 N H. 124; Robinson v. Pittsburgh, etc., 
R. R. Co., 32 Pa. St. 334; Stanhope's Case, L R. 1 Ch. App. 
161; Minor v. Bank, 1 Pet. 46; Henry v. Vermillion, etc., R. R. 
Co., 17 Ohio 187; Downie v. White, 13 Wis. 176. 

3 Chandler v. Brown, 77 111. 333. 

* Burke v. Smith, 16 Wall (U. S.) 390; See Chauteau v. 
Dean, 7 Mo. App. 210; Thompson v. Reno Sav. Bank, 19 Nev. 
103; Monver v. Nashville, etc., R. R. Co., 87 Tenn, 262; Con- 
necticut, etc., R. R. Co. V. Bailey, 24 Vt. 465; North Carolina 
R. R. Co. V. Leach, 4 Jones L. (N. C.) 340; Mississippi, etc., 
R. R. Co. V. Cross, 20 Ark. 443; Smith v. Tallahassee, etc., 
R. R. Co., 30 Ala. 650; Minnesota Threshing Machine Co. v. 
Davis, 40 Minn. 110; Robinson v. Pittsburgh, etc., R. R. Co., 
32 Pa. St. 334; Greenville, etc., R. R. Co. v. Coleman, 5 Rich. 
L. (S. C.) 118; Scoville v. Thayer, 105 U S. 143; Union Mut. 
L. Ins. Co. V. Prear Stone Mfg. Co., 97 111. 537. 

B Magan v. Struthers, 131 U. S. 246; Meyer v. Blair, 109 
N. Y. 600. 

6 Barker v. Allan, 5 N. & N. 61. 

7 Smith V. Martin, 135 Cal. 247. 

8 Wood v. Dammer, 3 Mason (U. S.) 308; Scoville v. 
Thayer, 105 U. S. 143; Upton v. Thibilcock, 91 U. S. 45; 
Sanger v. Upton, 91 U. S. 56; Vermont Marble Co. v. Decley, 
etc., Co., 135 Cal. 579; Thompson v. Reno Sav. Bank, 19 Nev. 
103; Hill V. Ataka, etc. Co. 124 Mo. 153; Coleman v. Home, 
154 111. 458; Hospes v. Northwestern Manfg. Co., 48 Minn. 174; 
Crowfoot V. Thatcher, 19 Utah. 212. 

9 Sawyer v. Hoag, 17 Wall. (U. S.) 610; Upton v. Tribil- 
cock, 91 U. S. 48; Scoville v. Thayer, 105 U. S. 143; Vermont 
Marble Co. v. Dealey, etc. Co., 135 Cal. 579. 

10 See Clark v. Bever, 139 U. S. 96; Fogg v. Blair, 139 
U. S. 118; Handley v. Stultz, 139 U. S. 417. 

11 Camden v. Stuart, 144 U. S. 104. 

12 See Vermont Marble Co. v. Decley, etc. Co. 135 Cal. 57S. 

13 Herbert Kraft Co. Bank v. Bank of Orland, 133 Cal. 64; 
and cases cited. 

1* Welch V. Sargent, 127 Cal. 582. 
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§ loo. Extent of Liability for Unpaid Subscription. 

Extended discussion was devoted in the next pre- 
ceding chapter to the indefeasible character of the stock- 
holder's liability for unpaid subscriptions. Something 
will here be added as to the stockholder's relation to 
other stockholders and to creditors with respect to 
his subscription; also with reference to an additional 
liability imposed by statute. 

The liability of a stockholder to pay the full amount 
remaining unpaid' upc«i his stock is not conditional 
upon, whether other stockholders have made payments? 
nor is it limited in any way by the other debts of the 
corporation. A creditor, having obtained judgment 
against the corporation which remains unsatisfied, may 
single out one stockholder and compel him to pay the 
entire balance remaining unpaid on his stock in sat- 
isfaction of the judgment, if the whole of it be re- 
quired.^ 
§ loi. Special Statutory Liability. 

In several States, a special liability to creditors is 
imposed upon stockholders, additional to that for un- 
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paid subscriptions to capital stock. The amount of 
such liability is usually measured by the par value 
of the stock held, whether the same be fully paid for 
or not. This liability is a different matter from that 
for unpaid subscriptions, and is usually distinguished 
from the latter by the designations, "statutory lia- 
bility," or "individual liability." 

It is governed by somewhat different rules of pro- 
ceedure when it comes to be enforced. Being purely 
for the benefit of creditors, one or more creditors may 
sue upon it directly, . and immediately upon exhausting 
their remedy against the corporation, and in cases of 
hopeless or adjudicated insolvency, they may enforce 
it, without resorting to suit against the corporation. 
Such statutes usually provide that if any stockholder 
pays his proportion of any debt due from the cor- 
poration, incurred while he was such stockholder, he 
is relieved from any further personal liability for such 
debt. He may thus discharge his statutory liability 
as a stockholder without waiting to be suea. and pay- 
ment, if in good faith, will bar an action to collect any- 
thing further from him.^ It is not to be understood, 
however, that he may thus discharge himself by pay- 
ing to the full extent of the face value of his stock 
to one creditor, and thereby exempt himself from pay- 
ment to others, where there are others. Unless the 
identity of all the creditors and the ascertainment of 
the aggregate indebtedness have been ascertained to a 
reasonable certainty, the stockholder would be pru- 
dent in postponing payment until the rights and lia- 
bilities of all parties have been ascertained by a judicial 
proceeding.' 
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, Nevertheless, it will obviate the annoyance of 
litigation to make full payment, where he . is 
assured that no valid defense exists against the claims, 
and there is no doubt as to the personnel of creditors 
and the amounts of their respective claims. To as- 
certain his liability to each he must proportion his 
entire liability to the amount of each claim and to 
the entire amount of subscribed capital stock. For 
instance, if the capital stock which has been subscrib- 
ed be $100,000, divided into 1,000 shares of $100 each, 
and A hold 100 shares, and the total indebtedness of 
the corporation be $10,000, A's individual liability, (in 
addition to paying to the corporation any sum which 
may remain unpaid on his shares), will be $1,000. 
Under the statutes and constitutional provisions of 
some of the States A would have to pro-rate this 
amount among all the creditors according to the 
amounts of their respective claims. Under others he 
might get rid of his liability by paying it to any cred- 
itors he saw fit to select. The constitutional, and stat- 
utory provisions vary considerably in their phraseology, 
and even where those of two States are substantially 
the same, the courts of such States are not in entire 
accord in construing them; so that a further discus- 
sion here is impracticable. 

The authors of the most voluminous works on the 
law of private corporations have failed to reduce to 
a system the tangled mass of legislation on the sub- 
ject and have made no serious attempt at harmonizing 
the decisions. 

It will usually, however, be greatly to the in- 
terest of creditors and all solvent stockholders to 
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have a judicial liquidation of the affairs of a cor- 
poration the moment its insolvency is ascertained or 
it becomes clear that the purposes for which it was 
formed cannot be accomplished, or that they have 
been fully accomplished, so that its operations have 
come to a stand-still. This will serve to render avail- 
able, while fresh, any defenses against claims preferred, 
and fix, as well as permit.of speedy enforcement of the 
rights between all parties in interest.* 

In addition to the special statutory liability just no- 
ticed, other special liabilities are sometimes imposed: 
for instance, an absolute personal liability to laborers, 
material men, etc. There is also the liability for illegal 
withdrawals of capital in the form of dividends de- 
clared, when the condition of the ' corporation does 
not justify it; and paid otherwise than out of profits. 
But these liabilities, while simple of adjustment in 
detail, would require more elaborate discusion than 
their importance appears to demand for present pur- 
poses. 

§ 102. Collection of Assessments After Full Pajnnent 
for Stock. 

In addition to the forms of liability previously dis- 
cussed, there is in some States, a liability to pay as- 
sessments after the stock has become fully paid. This 
is in some respects concurrent with the individual stat- 
utory liability, additional to that for unpaid subscrip- 
tions, since if the power to levy and collect assess- 
ments be fully exercised by the corporation, it is clear 
that no corporate indebtedness will remain unpaid, 
and there will exist no necessity or occasion for in- 



STOCKHOLDERS' LIABILITY. 261 

yoking remedies against stockholders individually. 

The power to make and enforce assessments upon 
stockholders is purely statutory, that is, it did not exist 
at common law. A power to make calls for unpaid 
capital exists without statutory authority; but that is 
a different matter. Much misunderstanding has arisen 
from the undiscriminating use of these terms. The 
duty of the subscriber for shares to pay in part or all 
the capital represented by his shares rests upon con- 
tract; but no further payments can be exacted of, or 
enforced against him by the corporation, unless a stat- 
ute authorizing it exists at the date of his subscrip- 
tion. 

The statutory provisions on the subject vary 
greatly, and are variously construed. To ascertain 
whether such liability exists at all, and its extent, re- 
quires an investigation and study of the statutes and 
decisions in the particular jurisdiction where the ques- 
tion arises. 

§1 103. Precautions to Avoid Personal Liability Upon 
Sale of Stock. 

A stockholder having fully disposed of his stock, 
jfc peculiarly behooves him to have the transfer en- 
tered on the books of the corporation, where an indi- 
vidual liability is imposed upon stockholders for cor- 
poration indebtedness. 

Such statutes are found in a majority of the States, 
and usually impose the liability for a proportionate 
amount of such indebtedness not only for the stock 
standing upon the books in the name of a party, but 
also upon the actual owner of the stock, whether stand- 
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ing in his name or in the name of another. The pur- 
pose of so wording such statutes is to circumvent the 
device of a responsible party, the real owner of stock, 
holding it in the name of an irresponsible dummy, and 
thus defeating the policy of the statutes and de- 
priving creditors of the security intended to be afforded 
by the law.* 

1 Hatch V. Dana, 101 U. S. 205; Barnes v. Babcock, 95 CaL 
582; Waller v. Merced Academy Assn., 126 Cal. 582. 

2 Welch V. Sargent, 127 Cal. 72. 

3 See Greenleaf v. Jacks, 133 Cal. 506. 

* See Harmon v. Page, 62 Cal. 448; Baines v. Babcock, 95 
Cal. 590; Lamar Ins. Co. v. Gulick, 102 111. 41; Hatch v. Dana, 
101 U. S. 205. 

6 See Dake v. Huntington, 130 Cal. 272; Abbott v. Jack, 
136 Cal. 510; Baines v. Babcock, 95 Cal. 593; O'Connor v. 
Witherby, 111 Cal. 528; Bank v. Case, 99 U. S. 631; Thomp- 
son V. Bank, 19 Nev. 103. 
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§ 104. Qualifications of Directors. 

The qualifications, as well as the method of elect- 
ing directors, is usually provided for by statute. Es- 
pecially are such statutes almost sure to be found in 
those States where corporations are created under gen- 
eral law. They are usually required to be stockhold- 
ers; but, if neither the charter nor general law re- 
quire it, that is not necessary. Such requirement is 
satisfied if the person elected be the legal, as distin- 
guished from the equitable owner. They are often re- 
quired by statute to be residents of the State where 
the corporation is created. Notwithstanding such re- 
quirements, however, if one serve as director, and be 

263. 
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generally recognized as such, his acts will bind the 
corporation, though he do not possess the requisite 
qualifications. On the other hand, if a director, though 
qualified, continue to wholly neglect the duties of 
the office for a long period, he will be presumed to 
have abandoned it, and his place may be declared 
vacant by the other directors and another elected in his 
place. 

§ 105. Term of Office. 

The period of incumbency of directors is generally 
fixed by statute or in the by-laws, or both. If, at the 
end of the term for which they were elected no suc- 
cessors for them should be elected, they would con- 
tinue to hold office so long as they continued to act; 
and they would not be mere de facto directors, but 
would be directors de jure, that is, of legal right. Thai: 
is what is meant by the provision in statutes and by- 
laws that directors shall hold office for a given period, 
and until their successors are duly elected and qualified. 
Such meaning is often given effect to avoid the trouble 
and inconvenience of electing directors at the annual 
meeting. The omission is equivalent to a re-election 
of the incumbents, except that a special meeting of 
stockholders may be called for the purpose and may 
elect a new board. In that case the new board would 
only serve by virtue of such election until the next 
annual meeting. If none were then elected, they 
would hold over with as much right as if they had been 
elected at an annual meeting. 

§ 106. Express Powers of the Board. 

The modern tendency is to define and limit the 
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powers and duties of directors by statute; and stat- 
utes are generally found providing for the exercise of 
the corporate powers and management of the business 
and property of all corporations by their boards of 
directors, for the manner of filling vacancies, and the 
numbers or proportion that shall constitute a quorum. 
Following general parliamentary usage, it is usually 
provided that a majority of the whole board shall con- 
stitute a quorum. Under such a statute, a number equal 
to a majority of the whole number provided for in 
the articles will constitute a quorum, though there be 
one or more vacancies.^ 

The powers contained in the articles or charter, un- 
less curtailed in the by-laws, must be considered in the 
light of so many delegations of authority, in the na- 
ture of powers of attorney, and the general principles 
applicable thereto apply here. Where their powers are 
thus specifically defined, directors cannot claim in re- 
spect to them the liberal common law powers of di- 
rectors, nor can they, when they are thus limited, ,enact 
any by-laws enlarging their authority. But in all mat- 
ters concerning which their authority is ' not so cir- 
cumscribed, they may exercise all the powers of the 
corporation, by virtue of its constating or in- 
corporating instruments, and, in addition thereto, those 
implied from the nature of the duties devolving upon 
them. 

The directors, when assembled as a board, are, next' 
to the stockholders, in meeting assembled, the agency 
of highest authority in the corporation, but only when 
acting together as a board. Under their expressly 
delegated authority, they may do whatever a liberal 
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construction of the terms of the instruments confer- 
ring it allow. Such instruments are liberally construed 
in favor of upholding the acts of the directors to the full- 
est extent consistent with the best interests of the cor- 
poration. 

Where, either by express terms of statutes, or by 
the common law, in the absence of a statute on the sub- 
ject, the general powers of a corporation are conferred 
upon the directors, they may, unless restricted, do what- 
ever the corporation itself might do. But unless ex- 
pressly authorized by law to do so, they would have no 
right, even under such general authority, to dispose of 
the corporate franchises. 

Under the usual statutory provisions, and when the 
stockholders are not assembled, directly controlling 
the corporation, the directors practically are the cor- 
poration, so that what they do as its r,epresentatives the 
corporation is itself deemed to do. 

Limitations iapon the powers of directors are usually 
designed for the protection of stockholders, as well 
as the public, and are directed against the dec- 
laration and payment of dividends when the finan- 
cial condition of the corporation does not justify it, the 
contracting of excessive indebtedness, making false re- 
reports, etc. 

§ 107. Increasing and Decreasing Membership of the 
Board. 

Statutes are usually found authorizing an increase 
or decrease in the membership of the Board of Di- 
rectors. Action by the stockholders is usually required 
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for that purpose. Such action takes the form of a resolu- 
tion, and may be as follows : 

Form 91. 

Be it resolved tht the number of Directors of this cor- 
poration, the New Era Printing Company, be and the same 
is hereby increased from the original number of seven to 
nine; that the present Board of Directors be and they 
are hereby authorized and directed to appoint or elect two 
additional members of said Board, in accordance with this res- 
olution, to serve until the next annual election, and to take all 
such steps as shall be necessary to give legal effect to this res- 
olution, in conformity with the requirements of the statutes 
governing the subject. 

Such statutes require certified copies of the proceed- 
ings of both the stockholders and the Board to be filed 
with the proper county officer having custody of the 
original articles. 

The same result may be accomplished by an amend- 
ment of the articles ; as to which see Chapter 18. 

§ 108. Compensation of Directors. 

As a rule, intended for the protection of stockhold- 
ers, and founded upon the policy of preventing fraud, 
directors are not entitled to compensation for the per- 
formance of their duties as such. 

But the rule does not apply where a director per- 
forms onerous and necessary services, not necessarily 
incidental to his relation of directorship ; and in such 
case the law implies an agreement on the part of the 
corporation to pay what the services are reasonably 
worth.^ 

In order, however, to hold the corporation liable 
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for services so rendered, it must appear that the 
services were valuable, as well as that they were ren- 
dered under such circumstances as to raise the pre- 
sumption that the parties intended and understood 
that they were to be paid for, or at least that the cir- 
cumstances were such that a reasonable, man, in the 
same situation with the party who receives aid is 
benefitted by them, would and ought to understand 
that compensation was to be paid for them.' 

So, where services are to be performed which may 
as well be performed by a mere servant or agent as 
by a director, the Board may certainly employ one 
of its members and pay him just and reasonable com- 
pensation, regardless of his selection.* 

It is obvious also that the rule against compensating 
directors, as such, does not apply where a director 
is employed as President, Secretary, Manager, or any 
other officer, and as such has independent and separate 
duties to perform. 

§ 109. Fiduciary Relation of Director. 

The law does not permit of a director voting to 
make a contract, or to ratify a transaction in which 
he has, or had, a separate individual interest. And 
where a quorum is not present at a meeting where 
such business is to be acted upon, except by count- 
ing the directors so interested, no legal quorum is 
present.* 

And it is immaterial whether the interested director 
does or does not vote for the resolution authorizing 
such action.* 

' Nor does the fact that a contract made by direc- 
tors, in which they are personally interested was 
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open and that the profit to be derived therefrom was 
not secret, render the contract valid. The publicity 
alone of an illegal and unauthorized act of direc- 
tors of a corporation does not make it legal or 
valid.^ 

§ no. Filling Vacancies. 

When a vacancy occurs in the Board of Directors; 
the remaining members are almost universally given 
power, by statute or in the by-laws, or both, to fill 
such vacancy. And when a member of the Board 
ceases to be a stockholder, in the case of a business 
company, or ceases to become a member in a corpora- 
tion not organized for profit, his place may be declared 
vacant by the remaining members, for the purpose of 
filling the vacancy. 

This may be done by resolution in the following 
form : 

Form 92. 

Whereas, Enos Hopkins is disqualified as a Director of 
this, corporation by reason of his ceasing to be a holder of 
the shares of its capital stock, (or ceasing to be a member), 
be it resolved that the office of the said Enos Hopkins as 
such Director, be, and the same is, hereby declared to be 
vacant, and William Benson, a holder of forty shares of the 
capital stock (or a member) of this corporation, is here- 
by appointed a Director to fill the vacancy caused by 
the disqualification of said Hopkins and the vacancy hereby 
declared. 

§ III. Selection of Place for Deposit of Corporate Funds. 

When a banking company has not been elected 
Treasurer of the corporation, as may be, and' often is, 
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the case, the Board of Directors may select a bank for 
keeping the account of the corporation, or may leave its 
selection to the Treasurer. 

A resolution selecting a bank and directing the 
opening of an account with it may be as follows : 

Form 93. 

Be it resolved that this corporation, the New Era Print- 
ing Company, open an account with the Safe Security Bank, 
doing business at No Pennsylvania Avenue, Wash- 
ington, D. C, and that all funds of this Company be depos- 
ited therein, such account to be in the name of this corpora- 
tion; that such funds so deposited be withdrawn only by 
check signed by the Treasurer and countersigned by the 
President; that the Treasurer be and he is hereby author- 
ized and directed to carry this resolution into effect, 
and to deposit in said bank all funds now in his hands, or 
that may hereafter come into his hands as Treasurer of this 
corporation. 

§ 112. Appointment of Officers and Agent. 

A general manager is often elected as one of the 
officers of a corporation, or any officer may be ex- 
officio general manager under the provisions of the 
by-laws. The Directors may, however, at any time 
appoint one of their number or some other person as 
general manager. The resolution of appointment may 
be as follows : 

Form 94. 

Be it resolved by the Board of Directors of the New Era 
Printing Company, that John Gordon be, and he is hereby, 
appointed General Manager of this Company, with power to 
generally supervise and direct its business, and such other 
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powers as said Board may from time to time confer upon 
him; that his salary be and and is hereby fixed at two hundred 
dollars ($200) per month, beginning immediately, and payable 
at the end of each month of actual service, as other salaries are 
now paid. 

A form of appointment of a special agent to rep- 
resent the corporation in a single transaction, or to 
make a particular contract, may be as follows : 
Form 95. 

Be it resolved, by the Board of Directors of the New 
Era Printing Company, a corporation, that John Gordon be 
and he is hereby specially appointed and authorized, in the 
name, and on behalf of this Company, to enter into a con- 
tract with the Universal Manufacturing Company of Phila- 
delphia for the construction of a Printing Press specially 
designed for the uses of this Company, the price and terms 
of payment therefor to be in accordance with the writ- 
ten proposition submitted by the said Universal Manufactur- 
ing Company. 

§ 113. Power of Directors to Change the Place of 
Business. 

It is usually discretionary with the corporate man- 
agement to establish the place, or places, of business 
wherever they see fit, in the town or city designated 
in the articles as the location of the principal place 
of business. But the removal of the principal offices 
from one town to another requires action by the stock- 
holders, as well as by the directors. The required 
proportion of the stockholders may consent in writing, 
or they may meet and pass a resolution. The form is 
immaterial, so that their consent is clearly made to 
appear. They may specify the place to which the 
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office is to be removed, or they may merely consent 
to a removal generally, leaving it to the Board to select 
a place. The resolution by the Board may be as fol- 
lows : 

Form g6. 

Whereas, the consent of two-thirds of all the stockholders 
of the New Era Printing Company has been obtained and 
filed in the office of said corporation, to the removal of its 
principal place of business from the City of Washington, in 
the District of Columbia, to the City of Georgetown, in said 
District ; 

Therefore, be it resolved, that such principal place 
of business be, and the same is hereby removed accord- 
ingly, such removal to take effect from and after the first 
day of May, 1904, and that the Secretary be, and he is, 
hereby authorized and directed to advertise such removal 
once per week for four successive weeks, as required by 
law, in a newspaper of general circulation to be selected 
by him. 

§ 114. Special Meetings of the Board. 

It is sometimes as important that a special meet- 
ing of the directors be held as that the stockholders 
be specially assembled. Indeed, the Board of Directors, 
as a rule, have ample power to do all that could be 
done at a special meeting of the stockholders, and 
there is a great advantage in calling that body together 
rather than the stockholders. 

It is usually provided in the by-laws, and some- 
times by statute, that a minority of the Board may 
call a special meeting. In such case the call would 
be directed to the President, and would be in substan- 
tially the same form as the request by stockholders. 
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(See Form 34.) Upon receiving it, the President's call 
would be as follows : 

Form 97. 

Office of 

NEW ERA PRINTING COMPANY, 
To J. F. Weston, Secretary : 

Pursuant to authority vested in me, and at the request 
of two members of the Board of Directors, I hereby call 
a Special Meeting of the Board of Directors, to be held at 
the office of said corporation, No. 50 Printing House Square, 
Washington, D. C, on the 15th day of May, 1904, at 10 
o'clock A. M., for the purpose of considering and acting upon 
a proposition to move thei plant of said Company to a new 
site and to transact all such business as properly pertains to 
and is connected with such removal ; and I hereby authorize 
and direct you to send out notices of said meeting to the Di- 
rectors of said corporation, in accordance with the require- 
ments of the By-Laws. 

JAMES WILLARD, 

Dated May 4, 1904. President. 

The acts of a mere quorum of the directors pres- 
ent at a special meeting, of which no notice was given 
to the absentees, are not valid as corporate acts.' 

§ 115. Resignations and Action Thereon by the Board. 

A resignation takes effect according to the inten- 
tion of the officer or director tendering it. If it is the 
desire of the party to be immediately relieved erf the 
official relation, he should not rest with merely ten- 
dering his resignation and requesting its acceptance. 
Such resignation does not take effect until, nor un- 
less, accepted. To be at once relieved, he should 
^ive unequivocal notice of his resignation, using 
the words, " I hereby resign," or equivalent words. 
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A mere tender, with a request for acceptance, holds 
good until withdrawn, or until accepted, and may be 
accepted at any time during the term of office for 
which he was elected or appointed ; but if the director 
or officer tendering it be re-elected, it would have to be 
renewed for the purposes of acceptance. 

In case of a peremptory, unconditional resignation, 
no action by the body to which it is sent is required to 
make it effective. That form should be adopted where 
an officer or director desires to escape responsibility for 
some action about to be taken. 

If a resignation specify that it is to take effect 
at a future date, it cannot be made effective at any 
earlier date by acceptance, but may be accepted in ad- 
vance of such a date. 

Resignations are often addressed to the Secretary, 
to be delivered to the Board. If delivered to the Board, 
the same end is accomplished as if addressed to the 
Board ; but the Secretary is under no legal obligation to 
deliver a resignation so addressed. The better form and 
the safer course is to address the resignation to the ■ 
Board, and address the envelope in which it is placed to 
the Board, in care of the Secretary. 

A tender of the resignation is sometimes resorted to 
in private corporations to ascertain the pleasure of 
the Beard as to whether existing official relations 
should continue. Such method cannot be commend- 
ed. If an officer believes he is performing his 
duty, he has no right to consult the pleasure oi his fel- 
low officers or directors, but rather the interests of 
the stockholders. 

The desire or intention to resign as a director, or 
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as an officer, is so easily expressed that a form for it 
appears to be almost superfluous. If, however, there 
be, as is sometimes the case, a reason for terminating 
the relation immediately, or at any particular date, 
the resignation should be so worded as to accomplish 
that object. 

The form for resignations which follows, it is 
thought, will cover nearly or quite all conditions : 
Form 98. 

To the Board of Directors of the 

NEW ERA PRINTING COMPANY, 
I hereby transmit my resignation as a member of the 
Board, to take effect immediately. 
Washington, D. C, May 1, 1904. 
Respectfully, 

E. P. JONES. 

Form 99. 

To the Board of Directors of the 

NEW ERA PRINTING COMPANY, 
Gentlemen : Having been temporarily elected a member 
of the Board pending the selecting of a suitable person to 
permanently fill the place made vacant by the resignation of 
E. P. Jones, I hereby tender my resignation as a mem- 
ber of your body, to take effect upon your acceptance of the 
same. Respectfully, 

JOHN GORDON. 

Form 100. 

To the Board of Directors of the 

NEW ERA PRINTING COMPANY, 
Gentlemen : I hereby tender my resignation from the 
Board of Directors of said corporation as a member thereof, 



270 MANUAL OF CORPORATE MANAGEMENT. 

to take effect at the close of the next regular meeting, to be 
held on the 15th day of May, 1904. E. P. JONES, 

This April 30, 1904. 

Form loi. 

To the Board of Directors of the 

NEW ERA PRINTING COMPANY. 
Gentlemen : I hereby tender my resignation as Pres- 
ident of your Company and as a member of the Board of 
Directors, and ask its consideration and acceptance at the next 
meeting of the Board. Respectfully, 

M. L. BENNETT. 
Washington, D. C, May 1, 1904. 

§ II 6. Removal of Directors 

Statutes are found in some of the States providing 
for the removal of directors. The power thus given 
extends to the removal of one director or of the whole 
Board. Such removal can only be accomplshed by 
the vote of a certain proportion of the stockholders, 
usually two-thirds, at a meeting of which a notice must 
be given specifying such to be the purpose, or one of 
the purposes. The statutes seem to leave the ques- 
tion, of course, entirely to the discretion of the 
stockholders. It is thought, however, that the courts 
would protect by injunction an arbitrary removal with- 
out cause, especially if its purpose were to install agents 
and tools of the majority for the purpose of perpe- 
trating a fraud upon a protesting minority. The reso- 
lution of removal. may read as follows : 
Form 102. 

Wliereas, John Doe, one of the Directors of this' corpora- 
tion, has been, on various occasions, direlict in his duties as 
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such Director, and has used his position for the promotior 
of his own personal gain, at the expense of the interests of said 
corporation and its stockholders; 

Now, therefore, be it resolved by the stockholders, two- 
thirds voting therefor, that the said John Doe be, and he 
is hereby, removed from the office of Director, and the re- 
maining members of the Board of Directors are authorized 
and requested to fill the vacancy caused by his removal, pur- 
suant to the provisions of the statutes and By-Laws in such 
case made and provided. 

§ 117. Notices of Meetings of the Board. 

The following are appropriate forms for giving no- 
tices respectively of regular and special meetings of the 
Board of Directors : 

Form 103. 

Office of 

NEW ERA PRINTING COMPANY. 
50 Printing House Square, 

Washington, D. C. M'ay 20, 1904. 
To E. P. Jones, Director : 

You will please take notice that the Regular Monthly 
Meeting of the Board of Directors of the New Era Printing 
Company will be held at the office of said corporation. No. 
50 Printing House Square, in the City of Washington, D. C, 
on the 25th day of May, 1904, at 10 o'clock A. M. 
Respectfully, 

J. F. WESTON, Secretary. 

Form 104. 

Office of 

NEW ERA PRINTING COMPANY. 
50 Printing House Square, 

Washington, D. C. May 20, 1904. 
To E. P. Jones, Esq., Director : 

You will please take notice that, pursuant to a call by the 
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President, a Special Meeting of the Board of Directors of 
the New Era Printing Company will be held at the office of 
said corporation, No. 50 Printing House Square, in the City 
of Washington, D. C, on the 25th day of May. 1904, for the 
purpose of considering and acting upon a proposition to move 
the plant of said company to a new site and to transact all such 
other business as properly pfertains to and is connected with 
such removal. 

Respectfully, 

J. F. WESTON. 

Secretary. 



It will be remembered that no notice of a reg- 
ular meeting is required, unless some unusual busi- 
ness is to be transacted, but is usually given as a re- 
minder. 

In the absence of any statute or by-law fixing the 
length of time that notice must be given before a special 
meeting of directors, twenty-four hours will be suffi- 
cient.' ' 

§ 118. Call and Waiver in Lieu of Notice- 
After the election of directors, if they are present 
at the meeting at which they are elected, and all at- 
tend a meeting held immediately, or soon thereafter 
an organization of the Board may be effected thereat, 
but there might be a question whether any other busi- 
ness could be legally transacted without the ex- 
press consent of all. Therefore, if matters require to be 
immediately acted upon by the Board at that first, 
>r at any other special meeting, the directors should sign 
and deliver to the Secretary a call and waiver, which 
may be as follows : 



BOARDS OF DIRECTORS. 279 

Form 105. 

The New Era Printing Company. 



CALL AND WAIVER OF NOTICE. 



The undersigned, being all the Directors of the New Era 
Printing Company, hereby call a meeting of the Directors 
of said corporation, to be held at Room No. 15, No. 50 Print- 
ing House Square, City of Washington, D. C, on the 2nd 
day of March, 1904, at 10 o'clock A. M., for the purpose of 
electing ofificers of said corporation, acting upon a proposition 
to buy a new site for its business and doing any and all other 
things required to start said corporation in the business for 
which it was incorporated and organized ; and we waive all 
statutory requirements, and those of the By-Laws, as well 
as to notice, time and place and statement of the purposes 
of said meeting, and consent to the transaction thereat of any 
business pertaining to said corporation and its legitimate 
purposes that may be proposed or brought before it at said 
meeting, 

E. P. JONES, 
M. L. BENNETT, 
ASA ROBERTS, 
JAMES WILLARD, 
ROBT. AINSLIE, 
Dated March 1, 1904. Directors. 

As stated previously, all the members of any body 
of individuals may meet and, by unanimous consent, 
obviate the necessity of any previous call or waiver. 
But, in such case, it is proper — ^though perhaps not 
necessary — that express consent to all that is done at 
such meeting be either signed and filed with the Sec- 
retary, or entered upon the minutes. Whichever course 
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be pursued, the last form given above may be 
used, with slight modification. If the form of a 
minute entry be preferred, the Secretary will simplv 
make the form speak in the third instead of the first per- 
son, and omit the signatures. 

§ 119. Personal Liability of Directors. 

In some of the States are found constitutional pro- 
visions that the directors or trustees of corporations 
and joint stock associations shall be jointly and sever- 
ally liable to the creditors and stockholders for all 
moneys embezzled or misappropriated by the officers 
of such corporation or joint stock association during 
the term of office of such director or trustee. It ap- 
pears to be now well settled law : 

(i) That such provisons are self-executing; that 
is, that an action is maintainable to enforce the liabil- 
ity without action by legislators ; 

(2) That directors taking office where such a pro- 
vision exists, assume the relation of sureties, to the 
same extent as if they should sign a bond, agreeing 
to answer for the honesty of the corporate officers ; 

(3) That the proper remedy to enforce the lia- 
bility is by bill in equity, making all the corporate 
creditors, as well as the directors sought to be charged, 
parties ; 

(4) That the right of action to enforce the liabil- 
ity follows the debt against the corporation, and 
therefore, is maintainable by an assignee of a cred- 
itor ; 

(5) That the creditor's claim need not be reduced 
to judgment before suing ; 
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(6) That the action may be maintained by a cred- 
itor who becomes such after the occurrence of the mis- 
appropriation or embezzlement.*" 

The provision is not to be construed to warrant 
recovery from directors for losses resulting from mere 
acts of negligence, or imprudence in the investment 
of corporate funds, either of themselves or of officers 
of the corporation. 

The misappropriations meant are such as resem- 
ble embezzlements, such as misappropriation of funds 
intrusted to an officer for a special purpose, by devoting 
them to some unauthorized purpose.** 

1 Matter of Union Ins. Co., 22 Wend. (N. Y.) 599; Wright 
V. Commonwealth, 109 Pa. St. 560; Porter v. Lassen, etc., Co., 
127 Cal. 261. 

2 Rogers v. Hastings, etc., 23 Minn. 25; Bassett v. Fair- 
child, 132 Cal. 637; Sawyer v. Pawners' Bank, 6 Allen (Mass.) 
209. 

3 Pew V. First Nat. Bank, 130 Mass. 391, 395; Fitzgerald, 
etc.. Const. Co. v. Fitzgerald, 137 U- S. 98. 

* Henry v. Rutland, etc., Ry. Co., 27 Vt. 435; Pew v. First 
Nat. Bank, 130 Mass. 381; Chandler v. Monmouth Bank, 13 
N. J. L. 255; Shackelford v. New Orleans, etc., R. R. Co., 37 
Miss. 202; Santa Clara Mining Assn. v. Meredith, 49 Md. 389; 
Cheeney v. Lafayette, etc., Ry. Co., 68 111. 570; First Nat. Bank 
V. Drake, 29 Kan. 311; Stevenson v. Bo-Metallic, etc., Co., 18 
Mont. 13; Felton v. West Iron Mountain Min. Co. 16 Mont. 
81. 

6 Bassett v. Fairchild, 132 Cal. 637; Curtin v. Salmon River, 
etc.. Ditch Co., 130 Cal. 345. 

6 Curtin v. Salmon River, etc., Ditch Co., 130 Cal. 345. 

7 Gadell V. Verdugo, etc., Co., 138 Cal. 308. 

8 Curtin V. Salmon River, etc.. Ditch Co., 130 Cal. 345; 
Reilley v. Campbell, 134 Cal. 175. 

9 Balfour-Guthrie Ins. Co. v. Woodworth, 124 Cal.^ 169. 

10 Winchester v. Howard, 136 Cal. 432. 

11 Fox. V. Hall & N. Co., 108 Cal. 369; Winchester v. 
Howard v. 136 Cal. 432; Thompson v. Greeley, 107 Mo. 577: 
Buell V. Warner, 33 Vt. 570; Dodd v. Wilkinson, 42 N. J. Eq. 
647. 
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§ 120. Generally as to the Exercise of Corporate Powers 
Through Agents. 

In the dealings of corporations, the law of agency is 
as applicable as in the case of dealings with individ- 
uals. The result of judicial decisions is that for acts 
done by the agents of a corporation, either in con- 
tractu or in delicto, in the due course of business, and 
of employment, the corporation is responsible, as an 
individual would be under similar circumstances.^ 

The rule is that corporations, like natural persons, 
are bound, and bound only, by the acts and contracts 
of their agents, done and made within the scope of the 
latter's authority.^* 

282. 



OFFICERS AND AGENTS. 283 

From the foregoing, it is apparent that the ques- 
tion whether an agent in fact had authority to make 
the contract or do the act does not always arise; that 
is to say, that fact is sometimes immaterial, when the 
validity or invalidity of a transaction in the name of 
a corporation is put in issue. 

If the corporation has clothed an agent with power 
to do an act upon the existence of some extrinsic 
fact necessarily and peculiarly within the knowledge 
of the agent, and the existence of which the act of 
executing the power is itself a representation, a third 
person dealing with such agent in entire good faith, 
pursuant to the apparent power, may rely upon the 
representation, and the corporation is estopped from 
denying its truth to his prejudice.' On the other 
hand, a party dealing with an agent is not entitled to 
assume the existence of any unusual state of facts 
in order to bring the act of the agent within the scope 
of his ostensiole powers. For instance, the cashier of 
a bank is not, by reason of his official position, pre- 
sumed to have the power to bind it as an accom- 
modation endorser on his individual note; and a payee 
who fails to prove that the cashier, as such, had au- 
thority to make the indorsement cannot recover against 
the bank.* In such cases the very character of the 
transaction is sufficient to put the party accepting 
the indorsement upon inquiry as to the authority 
of the agent. It would be otherwise, however, if such 
an agent had authority to' "issue" or indorse 
negotiable paper on behalf of the company, in or- 
dinary business transactions. Where that is the case, 
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a bona fide purchaser of negotiable paper issued or 
indorsed by an agent possessing such general authority 
will be protected.* 

§ 121. The Charter or Articles as a Measure of Au- 
thority — Herein of the Doctrine of Estoppel. 

The charter, or, where the corporation is formed 
under general laws, the articles, fix the extreme boun- 
daries of authority for all corporate agents. No act, 
violative of the terms of these, or outside the pur- 
poses of forming the corporation, as set forth there- 
in, binds the corporation of its own force and effect.' 
But upon this rule has been grafted the equitable doc- 
trine of estoppel, according to which, if the corpora- 
tion has received and enjoyed the benefit of an act 
or contract performed on its behalf, it will be estopped, 
when liability is sought to be fixed upon it, on ac- 
count of the act or contract, from setting up the de- 
fense that the transaction was ueyond the corp rate 
powers. 

But to make this equitable principle applicable, 
the conduct of the governing body of the corpora- 
tion, with respect to the ultra vires act, must be such 
that a ratification may reasonably be inferred from 
it. A further . distinction is made by the authorities 
between acts which are beyond the power of the cor- 
poration under any and all circumstances and those 
which, under some circumstances the gfoverning body 
would, either directly or through an agent, have power 
to perform. As to the former, there can be no ratifi- 
cation, even though the entire membership, in meet- 
ing assembled, should vote therefor; while as to the 
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latter, those conditions, the compliance with which 
would have conferred authority upon the agent who has 
done the act in question, may be waived by the cor- 
poration, and will be treated as waived if the corpora- 
tion has accepted the benefits of full- performance by 
the other party. In such cases waiver or ratification 
may even be implied from mere acquiescence or neg- 
lect of all the stockholders to object or take any action 
looking to a prevention of the ultra vires actJ 

The above principle is well illi;strated in cases of an 
unauthorized issue of preferred stock where, under cer- 
tain conditions and upon the observance of certain for- 
malities, the issue would be legal, and the stockhold- 
ers have remained silent and neglected, to either 
prevent its issue or to have the irregularity cor- 
rected. * 

And the corporation and its stockholders are, upon 
the same principle, bound by a transfer of all its prop- 
erty, in settlement of a judgment against the com- 
pany, all the stockholders consenting.' The principle 
Las Deen often applied for the protection of outside parties 
dealing with corporations, on the assumption that pre- 
liminary acts, necessary to give validity to contracts, 
were duly attended to, or that precedent procedure was 
adopted as required by law, or the constating instru- 
ments.*" 

Frequent applications of this principle are met 
with where property has been purchased for a cor- 
poration which it might require in carrying out its 
chartered purposes, or might be purchasing for some 
ulterior purpose, according to circumstances. If there 
is nothing, in any particular case to show the party 
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selling the property, that it is not wanted for the legit- 
imate purposes of the corporation, the officers of the 
latter will not be permitted to defend on the ground 
that the contract was invalid as being beyond their 
powers. *^ 

So, where an agent of a corporation has been 
given authority to borrow money and issue the ob- 
ligations of the corporation therefor, to only a lim- 
ited amount, and he borrows money and issues his 
principal's notes in excess of the authorized amount. 
in an ordinary business transaction, to a party acting 
without notice of the fact that the agent has ex- 
hausted his authority, the corporation will be bound 
by his act.^'. 

§ 122. Secret Instructions and Undisclosed By-Law 
Limitations. 

It is apparent, from what has preceded, and is well 
settled judicially, that persons dealing with an agent 
within the scope of his ostensible authority, are not 
bound by secret and undisclosed instructions limit- 
ing his ostensible powers.^^ The same is true as to 
restrictions contained in by-laws of which third par- 
ties, dealing with the corporation, through an agent, 
have no notice. As a rule, outside parties are not 
charged with notice of what the by-laws contain. 
They may assume that an agent belonging to a par- 
ticular class possesses the powers usually belonging 
to agents of that class, notwithstanding any by-law 
restrictions upon the authority of the particular agent 
of which they have notice.^* 

For instance, since the officers of a banking company 
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are held out to the public as having authority to act ac- 
cording to the general usage and practice of banks and 
cotirse of their business, the acts of such agents, with- 
in the scope of such usage, practice and course of 
business, would, in general, bind the bank in favor 
of third parties possessing no other knowledge.^^ 
In general, where an agent undertakes to perform 
acts not pertaining to the powers of the class to which 
he belongs, he must, in order to bind the corporation, 
be given special authority; and as to such acts, par- 
ties dealing with him may assume nothing as to his au- 
thority.^^ 

§ 123. Express Ratification of Unauthorized Acts of 
Agents. 

Any act of a corporate officer or agent, though done 
without authority, may be, if within the powers, or in 
keepingwith the purposes of the corporation, ratified by 
its Board of Directors. 

The following is a general form of ratification : 

Form 106. 

RATIFYING ACT OF VICE-PRESIDENT. 

Be it resolved by the Board of Directors of the New 
Era Printing Company, in regular meeting assembled, (or 
at a special meeting called for that expressed purpose), that 
the act of John Gordon, its Vice-President, in exchanging its 
former plant for one comprising modern machinery and ap- 
pliances, and in paying $3,000 of the funds of this cor- 
poration for the diflfprence, be and the same is hereby 
ratified, approved and confirmed as the act of this corpo- 
ration. 
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Form 107. 

RATIFYING ACT OF SECRETARY. 

Whereas, on or about the 1st day of March, 1904, the 
Secretary, in the name o£ this Company, borrowed one thousand 
dollars ($1,000) from the Safe Security Bank for the uses of 
this corporation ; 

And Whereas, at that time the only officer or agent hav- 
ing authority to so borrow money was the President ; and 
whereas, said action by the Secretary was taken in the ab- 
sence of the President from the city of Washington, the 
money so borrowed being urgently needed for the purposes of 
this Company ; 

Now, therefore, resolved, that said act of the Secretary 
of this Company be and the same is hereby ratified, approved 
and confirmed, and said note given to said Bank admitted 
to be the duly executed and delivered note of this corpora- 
tion, and as of the same force and effect as if ex- 
ecuted and delivered by the Secretary under direct authority of, 
and instruction from this Board. 

§ 124. Powers and Duties of Corporate Officers — Pres- 
ident. 

Much is stated in various other connections as to 
the duties and rights of the President's general re- 
lation to and control of the corporate autonomy. It 
only remains to consider his proper province and some 
of his power and duties, as such, in the prosecution 
of its business, as an agent of the corporation, out- 
side his function as a presiding officer at meetings of 
the stockholders and of the Board of Directors. Each 
particular act of the President of a private corpora- 
tion, acting as such, may be tested by either one or 
another of three inquiries. First, Was it an act usually 
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performed by presidents of that class of corporations 
to which the one of which he is such officer, belongs? 
Second, Has he, or other presidents of that partic- 
ular corporation been in the habit of transacting that 
business, with the knowledge and consent, or ac- 
quiescence, of its Board of Directors ? Third, Was 
the act within the express powers conferred upon 
him by the Board of Directors, or incidental to those 
so conferred? If an affirmative answer can be given 
to either of these questions with respect to the act 
in question, then the corporation is bound by it, un- 
less the act be outside the express powers given him, 
and it be shown that the party claiming by virtue of the 
act had notice that, in the particular instance, the power 
had been conferred upon another agent, or expressly 
withheld from the President. 

In the absence of express authority from the Board, 
the powers of the President depend largely upon the 
nature of the company's business. When a contract 
is made, in the name of the corporation by the Presi- 
dent in the usual course of its business, which the Board 
of Directors have the power to authorize him to 
make, or to ratify after it is made, the contract is, 
though not strictly within the line of his ordinary 
duties, presumptively that of the corporation. This 
presumption will prevail until it be shown that such 
act was not authorized or ratified. And one deal- 
ing with the President of a corporation, in the usual 
course of business, and within the powers which the 
President has been accustomed to exercise without 
objection from the Directors, has the right to as- 
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sume that the President has been invested with those 
powers.^' 

The foregoing tests were applied and the authority 
of the President upheld, where he had offered a 
reward for information leading to the arrest of the 
absconding teller of a bank.^'; also where the Presi- 
dent had assigned a judgment recovered by the bank 
to a trustee for collection." And when the Directors, 
under legal authority, have resolved that an assign- 
ment for the benefit of creditors shall be executed to 
a trustee to be named by the President, he, in naming 
such trustee and making the assignment, exercises the 
power of the Board, as he may legally do when so au- 
thorized.^"- 

Where the Board has failed or neglected to em- 
ploy assistance reasonably necessary for carrying 
on the usual business of the corporation, or when ex- 
igencies arise requiring professional or skilled ser- 
vice, the President may, in the absence of any higher 
authority, and of any different inconsistent provision 
in the by-laws, procure the necessary assistance or 
engage the necessary special service. Under such cir- 
cumstances, a President's contracts of emiployment 
of an engineer and bookkeeper for a railway company 
for a term of one year were upheld.^^ The same 
conclusion was reached where a President had em- 
ployed an attorney to represent the corporation, the 
exigencies of the situation seeming to require it.^^ 
So, a corporation may be bound by contracts made 
by its President, or other chief officer, without ex- 
press authority, by reason of a course of dealing on 
his part recognized by its Board of Directors, or their 
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acquiescence in prior acts by him ot the same char- 
acter, from which authority, in the particular instance, 
is fairly inferable; provided, always, that his acts be 
within the powers of the corporation.^' The author- 
ity of Directors to delegate authority to the Presi- 
dent has been frequently recognized by the courts.^* 
And even without a resolution or other express au- 
thority from the Board of Directors, if they permit 
the President to exercise all the powers of the corpora- 
tion for any considerable length of time, any act of' 
his inside the powers of the corporation will bind it. 
Under such circumstances his authority is supported by 
presumption of express authority.''' 

§ 125. Powers of President, Who Is Also General Man- 
ager. 

In some corporations it is found convenient and 
economical to turn over the entire control and manage- 
ment of the business which it was created to do to its 
President. In others the President owns practically 
all, or at least a controlling percentage of the stock, 
and by means thereof, constitutes himself the Gen- 
eral Manager. 

In either case, upon the adoption of a reso- 
lution to that effect, the President becomes clothed 
with practically all the powers of the Board of Di- 
rectors ; or, it may be just as proper to say, he may 
then exercise all the powers of the corporation, be- 
ing limited with respect to his powers only by the 
provisions of the 'charter, or general law, and by- 
laws.^^ 
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§ 126. Powers and Duties of Officers — Secretary. 

Little need be added to what has been stated in 
other connections with reference to the numerous 
and important duties of the Secretary. A certain lat- 
itude of implied authority is incident to his office ; and 
yet he cannot exercise by implication any of those 
large discretionary powers which appertain to the 
Board of Directors and to such offices as President 
and General Manager. The Secretary of a corpora- 
tion has no power to release or transfer its property, 
in the absence of authority, express or implied, and 
with no authorization or ratification by its Board of 
Directors.^' 

The Secretary may, however, be vested by reso- 
lution of the Board of Directors, or by their acquies- 
cence with knowledge in a course of dealing — equiv- 
alent to a resolution — with all the authority of man- 
ager. In such case, his power if as extensive as that 
of president acting as general manager, discussed in 
the last preceding section. But this power is refer- 
able to his managerial relation purely, deriving no 
aid from the fact that he is also Secretary. 

The duties of Secretary, however important, are 
purely ministerial. This, however, is but a technical 
distinction, since the Secretary, when clothed by the 
Directors with the functions of general manager, pos- 
sesses contracting powers co-extensive with the busi- 
ness purposes of the corporation.^' 

Among the important duties of the Secretary may 
be mentioned those pertaining to the keeping of the 
minutes, and furnishing certified copies of their con- 
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tents, as well as of the contents of other corporate 
records. 

A knowledge of the exact form of an entry of 
minutes, as well as satisfactory evidence that such 
entries exist, is often desired. The minute book it- 
seh is, of course, the best evidence, and, in judicial 
proceedings, must be produced, if insisted upon. But 
in the transaction of ordinary business, a copy of the 
particular entry or entries will be sufficient ; and, 
often, by agreement of counsel, certified copies are 
received in order to avoid the inconvenience and 
expense of bringing the Secretary and his minute book 
into court. 

Certified copies of by-law provisions and resolu- 
tions may be required and furnished in the same way. 
If only one part of the minutes of a particular meeting is 
called for, there should be at least enough else to show 
that the minutes of which it purports to form a part are 
those of a meeting properly held. The following forms 
of certified minutes, resolution and by-law provision 
are self explanatory : 

Form 108. 

Certified copy of Extract from the Minutes of the Annual 
Stockholders' Meeting of ihe New Era Printing Company. 

Held March 1, 1904. 

(Here insert the portion of the minutes showing that the 
meeting was properly organized, and that proper notice was 
given, (see Form II7), and follow it with the record of the 
particular transaction in question.) 

I hereby certify that I am the duly elected, qualified and 
acting Secretary of the New Era Printing Company ; that 
the above is a true and correct copy from the minutes of the 
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proceedings held at the Annual Stockholders' Meeting of said 
corporation, held in the office of the Company on the 1st day 
of March, 1904, at 10 o'clock A. M. 

In Witness Whereof, I have hereunto afSxed 
my signature and the seal of said corpora- 
tion, at the City of Washington, D. C, on 
this the 6th day of March, 1904. 
(Corporate Seal.) J. F. WESTON, 

Secretary. 

Form log. 

Certified copy of a Resolution adopted at the Annual 
Meeting of the Stockholders of the New Era Printing Com- 
pany, a corporation, on the 1st day of March, 1904. 
(Here insert the resolution.) 

I hereby certify that I am the duly elected, qualified and 
feting Secretary of the above named corporation ; and that 
the above is a true and correct copy of a resolution adopted 
at the Anual Meeting of the Stockholders of said Company, 
held on the 1st day of March, 1904, at 10 o'clock A. M., in the 
office of said Company at No. 50 Printing House Square, City 
of Washington, D. C. 

In Witness Whereof, I have hereunto signed 
my name and affixed the seal of said cor- 
poration at Washington, D. C, this March 
10th, 1904. J. F. WESTON, 

(Corporate Seal.) Secretary. 

Form no. 

Certified copy of By-Laws of the New Era Printing Com- 
pany : 

Article 

Proxies. 

Section 

(Here insert the Section governing proxy voting and the 
certificate adapted from the foregoing forms.) 
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Sometimes the Secretary's affidavit to the cor- 
rectness of the copy will be required, and may be as 
folows : 

Form III. 

District of Columbia, ) 
City of Washington, j ^® ' 

On this the 10th day of March, 1904, before me personally 
came J. F. Weston, and being by me first duly sworn, de- 
poses and says : That he is the duly elected, qualified and 
acting Secretary of the New Era Printing Company ; that he 
attended and acted as Secretary at the meeting of the stock- 
holders of said corporation held in the office of said Com- 
pany on the 1st day of March, 1904 ; that he correctly re- 
corded the proceedings of said meeting in the minute 
book of said corporation, and that the above and fore- 
going is a true and correct copy taken from the minutes so 
recorded. 

J. F. WESTON, 

Secretary. 

Subscribed and sworn to before me, this the 

10th day of March, 1904. 

NEWTON WISHART, 

(Notarial Seal.) Notary Public within and for 

the District of Columbia. 

§ 127. Powers and Duties of Officers — Treasurer. 

The Treasurer of a private corporation performs 
duties which are in their nature purely ministerial, al- 
though undoubtedly occasions may sometimes pre- 
sent themselves upon which he is called upon to ex- 
ercise a sound discretion. He usually confines his at- 
tention to signing checks, receiving and attending to 
the safekeeping of the funds. His duties may be en- 
larged by the provisions of the by-laws, and he may 
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be entrusted with other duties, such as countersigning 
stock certificates, keeping the ordinary books of ac- 
count, making collections, etc. But even when that 
is the case, these duties are performed by him, not as 
any part of his duty as Treasurer, but as any other 
agent specially employed for the purpose would per- 
form them, and other principles than those governing 
the office of Treasurer are applicable. 

§ 128. Powers and Duties of Officers — General Man- 
ager. 

Whether the President or the Secretary be also Gen- 
eral Manager, or the office of General Manager becon- 
stituted separately, the authority and responsibili- 
ties appertaining to the office are the same. What- 
ever officer be clothed with the general management of 
the business of a corporation, he has the power to 
make such contracts and to transact such business 
as pertains to the management of the business of that 
class of corporations ; and those dealing with it through 
such representatives, have legal justification for as- 
suming that they possess adequate powers within that 
limit, in the absence of notice to the contrary, or of 
circumstances which should lead a prudent person 
to inquire as to the real extent of their authority.^' 

A General Manager, having the exclusive manage- 
ment and conduct of a manufacturing and commercial 
enterprise, and, admittedly, the power to purchase 
stock, contract debts, and discount notes, may, when 
there is occasion for so doing, borow money to pay 
debts and purchase goods, and give the corporation's 
negotiable note therefor. 
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Nor does the authority of such a manager to bor- 
row money have to be shown by an express order or 
resolution of the stockholders or Board of Directors. 
It may be implied, from the general, powers of. such 
a manager and the necessities and usages of the busi- 
ness."* 

§ 129. Powers and Duties of Officers — President and 
Secretary Acting Conjointly. 

Neither the authority of the President nor that of 
the Secretary is increased by the fact that they act 
conjointly. But the fact that certain corporations' 
actions are, according to the usages of business, au- 
thenticated by the signatures of the President and 
Secretary, as corporate officers, warrants a presump- 
tion, in an instance of their acting together, that they 
were duly authorized by their principal, the corpora- 
tion. 

Thus, since the President and Secretary, acting to- 
gether, usually execute in its name deeds, mortgages, 
and all formal contracts which it has power to make, 
and since the Secretary is the proper custodian of the 
corporate seal, a contract or other instrument bearing 
imprint of the seal carries with it a presumption of 
the signatures of the President and Secretary and the 
precedent authority. One who takes such a contract, 
or other instrument, so executed, unless he have knowl- 
edge to the contrary, will be protected from loss on 
account of a lack of authority on the part of these cor- 
porate officers, provided the circumstances be not such 
as should arouse suspicion and excite inquiry in the 
mind of of an ordinarily prudent individual." But if 
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the President and Secretary should attempt to con- 
vey away property essential to the continuance of 
business, that fact should, of itself, be deemed suffi- 
cient to arouse suspicion and induce inquiry. 

§ 130. Committees as Collective Agencies. 

It is often convenient, and is entirely proper for 
a Board of Directors to appoint a committee of its 
members, or designate a standing committee, and au- 
thorize such committee to make a conveyance or con- 
tract, or attend to any matters of corporate business. 
Such committee, within the authority thus conferred, 
possesses all the power of the Board, and it need not 
report to the Board prior to signing the requisite pa- 
pers and affixing the corporate seal.'^ 

More frequently, however, the President and Sec- 
retary are authorized for the same purpose. 

§ 131. Resignations of Officers. 

Resignations of officers , do not, in form, differ ma- 
terially from fesignations of directors, and may be as 
follows : 

Form 112. 

To the Board of Directors of the 

NEW ERA' PRINTING COMPANY. 

Gentlemen : I hereby resign as President of your Com- 
pany, and from its Board of Directors as a member there- 
of. 

M. h. BENNETT. 

This May 1st, 1904. 
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Form 113. 

To the Board of Directors of the 

NEW ERA PRINTING COMPANY. 
Gentlemen: I hereby tender my resignation as Treasurer 
of your Company, to take effect as soon as my acounts can 
be examined and audited by the proper committee. I ask 
for the appointment of a committee for that purpose as soon 
as convenient. The funds of the Company in my hands 
will be turned over to the Board, or to my successor, upon 
demand. 

This May 1, 1904. 

Respectfully, 

A. J. KNOX. 

§ 132. Liabilities of Agents Generally. 

The true principle governing, with respect to the 
liability of the corporation for losses resulting to stran- 
gers dealing with the corporation from false represen- 
tations of agents, in matters falling within the gen- 
eral scope of the duties of the latter, is that such losses 
should fall upon the corporation. The reason under- 
lying this principle is that the corporation, and not 
the person dealing with the agent, is responsible for 
the latter's appointment, the former having no means 
of ascertaining the facts, and being compelled, from 
the nature of the case, to rely upon the assurances 
of such agents, or not deal with the corporation at 
all. « 

1 Philadelphia, etc., R. R. Co. v. Quigley, 21 How. (U. S.) 
210. 

2 Chicago, etc., Ry. Co. v. James, 32 Wis. 199. 

3 New York, etc., R. R. Co. v. Schuyler, 34 N. Y. 73; and 
cases there cited. 
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< West St. L. Sav. Bank v. Shawnee, etc., Bank, 95 U. S. 
557. 

5 Monument Nat. Bank v. Globe Works, 101 Mass. 57; 
Lafayette Bank v. St. Louis, etc., Co., 2 Mo. App. 299; Madi- 
son, etc., R. R. Co. V. Norwich Sav. Soc, 24 Ind. 457; Phila- 
delphia, etc., R. R. Co. V. Lewis, 33 Pa. St. 33; Rowland v. 
Apothecaries' Hall Co., 47 Conn. 384; Mclntyre v. Preston, 10 
111. 48; Mechanics' Banking Co. v. New York, etc., Lead Co., 
35 N. Y. 505. 

6 Martin v. Zellerbach, 38 Cal. 300. 

' Martin v. Pensacola, etc., R. R. Co; Memphis Branch 
R. R. Co. V. Sullivan, 57 Ga. 240; Bedford R. R. Co. v. Bowser, 
48 Pa. St. 29; Danbury ,etc., R. R. Co v. Wilson, 22 Conn. 435; 
Vermont, etc., R. R. Co. v. Vermont Central R R. Co, 34 Vt. 
2; Kennebec, etc., R. R. Co. v. Palmer, 34 Me. 366; Hayworth 
v. Junction R. R. Co., 13 Ind. 348; Gifford v. New Jersey R. R. 
Co. 10 N. J. Eq. 176. 

8 See Kent v. Quicksilver Mining Co., 78 N. Y. 159. 

9 Sheldon Hat Blocking Co. v. Eichenmeyer Hat Block- 
ing, Co., 90 N. Y. 607. 

10 See Prince of Wales Life, etc., Co. v. Harding El. & Bl. 
& El. 183; In re Athenaenum Life Ass. Soc, 4 K. & J. 549; 
Smith V. Smith, 62 1111, 493; Galveston v. Cowdrey, 11 Wall 
(U. S.) 450; Granger v. Original Empire Mill, etc., Co., 59 Cal. 
678; Sargent v. Webster, 13 Mete. (Mass.) 497; Bank v. Flour 
Co., 41 Ohio St. 552; Knox v. Aspinwail, 21 How.. (U. S.) 544. 

11 Eastern Counties Ry. Co. v. Hawkes, 5 H. L. Cases 331; 
Alvord v. Holmes, 10 Abb. N. C. (N. Y.) 96; Yates v. Van De 
Bogert, 56 N. Y. 526; Steamboat Co. v. McCutcheon, 13 Pa. 
St. 13. 

12 Ossipee, etc., Mfg. Co. v. Convey, 54 N. H. 295; Auer- 
bach V. Le Sueur Mill Co., 28 Minn. 291; Humphrey v. Pa- 
trons' Mercantile Assn., 50 la. 6O7; Nichols v. Mase, 94 N. Y. 
160. 

IS Merchants' Bank v. State Bank, 10 Wall (U. S.) 604; 
Wild V. Bank of Passamaquoddy, 3 Mason (U. S.) 506; Insur- 
ance Co. V. McCain, 96 U. S. 84. 

1* See Fay v. Noble, 12 Cush. (Mass.) 1; Kingsley v. New 
England Mut. Fire Ins. Co. 8 Cush. (Mass.) 393; Smith v. 
Smith, 62 111. 493; Union Mut. Life Ins. Co. v. White, 106 111. 
67; Mechanics' Bank v. Smith, 19 Johns 115; Lee v. Pittsburgh 
,Coal, etc., Co. 56 How. Pr. (N. Y.) 376. 

15 Minor v. Mechanics' Bank, 1 Pet. (U. S.) 46. 

16 See De Bost v. Albert Palmer Co., 35 Hun. 386; Ad- 
vance V. Roome, 52 Bash. 399; Rice v. Penninsular Club, 52 
Mich. 87. 

17 National Bank v. Vigo County, 141 Ind. 352; Thomas v. 
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City Nat. Bank, 40 Neb. 501; Bell v. Hanover Nat. Bank, 57 
Fed. R. 821. 

18 Bank of Minneapolis v. Griffin, 168 111. 314. 

19 Guernsey v. Black Diamond Coal Co. 99 la. 471. 
so Rogers v. Pell, 154 N. Y. 518. 

21 Trawick v. Peoria, etc., R. Co. 68 111. App. 156 

S2 Boston Tailoring House v. Fisher, 59 111. App. 400; 
Streeter v. Robinson, 102 Cal. 542; Western Bank v. Gilstrap, 
45 Mo. 419; American Ins. Co. v. Oakley, 9 Paige 496; Mum- 
ford V. Hawkins, 5 Denio 355; Pixley v. Western Pac. R. R. 
Co. 33 Cal. 183. 

23 Bates V. Coronado Beach Co. 109 Cal. 160. 

2* See Western Bank v. Gilstrap, 45 Mo. 419; Sparks v. 
Despatch Transfer Co., 104 Mo. 531; Moore v. H. Gans & 
Sons Mfg. Co., 113 Mo. 106; Hatch v. Coddington, 95 U. S. 
48; New York P. & Bk. Co. v. Dixon, 114 N. Y. 85. 

26 See Smith v. Smith, 62 111. 493. 

26 Jones V. Williams, 139 Mo. 1; Powers v. Schlict Heat, 
etc., Co., 23 App. Div. (N. Y.) 380, 48 N. Y. Supp. 237; Senour 
Manfg. Co. v. Clarke, 96 Wis. 469. 

27 California Winemakers' Corp. v. Sciaroni, 139 Cal. 277. 
2* Merchants', etc., Bank v. Hervey Plow Co., 45 La. Ann. 

1214. 

29 Prentice v. United States, etc., Steamship Co., 8 Fed. 
R. 702; Gane v. Loeraa Printing Co., 46 111. App. 456; Greig v. 
Riordan, 99 Cal. 316; Rosemond v. Northwestern, etc., Reg. 
Co., 62 Minn., 374. 

3» Glidden, etc., Co. v. Interstate Nat. Bank, 69 Fed. R. 
912; Scofield v. Parlin & O. Co. 10 C. C. A. 83, 61 Fed. R. 8O7. 

31 Winscott V. Guarantee Ins. Co., 63 Mo. App. 367; Estes 
V. German Nat. Bank, 62 Ark. 7. 

32 Burrill v. Bank, 2 Mete. (Mass.) 166; Andres v. Fry, 113 
Cal. 124; Gashwiler v. Willis, 33 Cal. 20; Abbott v. '76 Land & 
W. Co., 87 Cal. 323. 

»3 Miners' Ditch Co. v. Zellerbach, 37 Cal. 543. 



CHAPTER XIV. 
Duties of Secretary Pertaining to Meetings. 

I. AT MEETINGS OF STOCKHOLDERS. 

133. Importance of Secretary's Functions. 

134. With Respect to Preparing Order of Business. 

135. Lists of Stockholders and Members for Use at Meet- 

ings. 

136. Outline, or "Cut and Dried," Minutes. 

137. Minutes of Other than First Meeting. 

138. Oaths and Certificates of Inspectors. 

II. AT MEETINGS OF THE BOARD OF DIRECTORS. 

139. Order of Business. 

140. Fofms of Minutes at Various Kinds of Meetings of the 

Board. 

§ 133. Importance of Secretary's Functions. 

In various other connections divers duties devolving 
upon the Secretary have been stated and explained. 
There are others of special importance which it is pro- 
posed to set forth and illustrate under the present 
head. 

In the first place, the most onerous duties and la- 
bors pertaining to meetings of stockholders must be 
performed by the Secretary. 

§ 134. With Respect to Preparing Order of Business. 

The order of business should be prepared for 
the use of the presiding officer at meetings, and may 
be as follows : 

302. 
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Form 114. 
t. 

1. Calling to order. 

2. Calling the roll. 

3. Production and proof of notice of the meeting. 

4. Reading and disposal of any unapproved minutes. 

5. Annual Reports of officers and committees. 

6. Election of Directors. 

7. Unfinished business. 

8. New business. 

9. Adjournment. 

The above order may be used for a special as well 
as a regular stockholders' meeting, passing over 
without action under any heads not mentioned in the 
call for the meeting. 

§ 135. Lists of Stockholders and Members for Use at 
Meetings. 

Even where there are no statutory or by-law pro- 
visions requiring it, it is convenient, and nearly in- 
dispensable, that the Secretary provide and keep an 
alphabetical list of the stockholders or miembers, with 
their addresses, and in the case of a capital stock cor- 
poration, the number of shares held by each of them. 
In other corporations, the last column in the following 
form may be omitted : 

Form 115. 



ALPHABETICAL 


LIST OF 


STOCKHOLDERS 








of the 








The 


New 


Era Printing 


Company. 






Name. 




Address. 




Sha 


res. 






P.O. 




No. 


of 


Robert Ainslee.. 


.Georgetown, D. C. 







100 
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M. L. Bennett Georgetown, D. C 85 

H. E. Brown 20 Wall St., N. Y 65 

John Gordon Sunrise, Va 200 

E. P. Jones Box 900, Washington, D. C 10 

James. Knox 1800 Vermont Ave., Washington, D. C . 400 

Asa Roberts 800 Capital Ave., Washington, D. C 400 

J. F. Weston Newton, Md 50 

James Willard 1148 Laurel Ave., Baltimore, Md 100 

The above list is for ordinary uses — mailing notices, 
payment of dividends, etc. 

For the purposes of a stockholders' meeting the fol- 
lowing will suffice : 

Form 1 1 6. 



LIST 


OF Sj 


lOCKHOLDERS 




of the 




1'he Ne 


w Era 


Printing 


Company. 




Present 


Present 


Name Shares 


Shares 


in 


by 


Owned. 


Absent 


Person. 


Proxy. 


Ainslie, Robt. . 100 


100 






Bennett, M. L. 25 






25 J. F. Weston 


Brown, H. L.. 65 






65 J. F. Weston 


Gordon, John ..200 




200 




Jones, E. P.... 10 




10 




Knox, James . . 50 






50 John Gordon 


Roberts, Asa .. 400' 




400 




Weston, J. F... 50 




SO 




Willard, James 100 




100 




1.000 


100 


760 


140 



This list should be prepared before the meeting. 
Only the first column, showing the names of all the 
stockholders, and the second showing the number of 
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shares held by each of them can be completed prior to 
the opening of the meeting, except as to the proxies 
held by the Secretary himself, and such proxies as 
may have been previously handed to him. By sub- 
tracting the footing of the absent stock (third col- 
umn) from the total number of shares (second column) , 
it can readily be seen whether a qttorum is present and 
represented. 

If the corporation have no capital stock, the sec- 
ond and third columns will be omitted, and check marks 
will be used in the fourth and fifth to denote the pres- 
ence of a member, whether in person or by proxy. 

§ 136. Outline, or "Cut and Dried" Minutes. 

Outline, or "cut and dried," minutes, requiring only 
the filling of blanks and spaces for the insertion of any 
unlooked for proceedings, may be purchased from any 
extensive dealer in legal blanks. 

As a rule, the Secretary is almost able to complete 
the minutes in advance for an annual stockholders' 
meeting, at which certain matters are always attended 
to and disposed of in the same way. 

By using one of such blanks at a meeting, and in- 
dicating by marks the insertion of the details, which 
are noted as the meeting progresses, on separate sheets 
of paper, greater accuracy will be secured than by at- 
tempting to take the whole down in long hand during 
the meeting. 

Having completed the list, as shown in Forms 115 
and 116, and having made the footings, if a stockholder 
absent when it was made should subsequently arrive, 
the Secretary may make the appropriate entries in the 
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columns under the totals, and then make new footings. 
He should also note such arrival, showing the stage of 
the proceedings, thus : 

"Here Mr. Robt. Ainslie arrived and participated in 
subsequent proceedings." 

In one of the States very strict requirements and 
regulations are found to govern the method of conduct- 
ing corporate elections. Inspectors are required to be 
appointed or elected. The inspectors must take and sub- 
scribe a formal oath before entering upon their duties. 
Then they must certify the result of the election in due 
form. Some corporations make substantially the same 
provisions in the by-laws, though the statutes make no 
such requirements. 

The following general form of minutes for the first 
meeting will usually only require the change of names, 
dates, etc' ; and can be adapted to any conditions or cir- 
cumstancs : 

Form 117. 

Minutes of First Meeting of Stockholders 
of the 
NEW ERA PRINTING COMPANY. 
Held March 1, 1904. 
Pursuant to notice (or call and waiver of notice), the 
stockholders of the New Era Printing Company held their 
first meeting at Room 15, No. 50 Printing House Square, 
Washington, D. C, on the 1st day of March, 1904. Present 
and absent as follows: 

(Here insert list as in Form 116.) 

Mr. James Willard was chosen to preside, and called the 

meeting to order, and thereupon, by unanimous consent, J. F. 

Weston was, by the Chair, appointed Secretary of the meeting. 

All the proxies held by persons present were filed with 



DUTIES OF SECRETARY. 307 

the Secretary, and were by him examined and found to be 
in due form and the signatures were found to be genuine. 

The Secretary then presented a copy of the notice (or 
call and waiver), pursuant to which the meeting was held. 
Said notice ( or call and waiver) was ordered to be spread 
upon the minutes, and is as follows: 

(Here insert either the notice or call and waiver, according 
to the fact.) 

A certified copy of the articles of incorporation (or char- 
ter) of the Company was presented by the chair, with a 
statement that all the requirements of law with respect to re- 
cording the same and filing a certified copy hade been complied 
with. It was ordered that said certified copy be entered on 
the first pages of the minute book, to precede the entry of any 
minutes. 

A draft of a code of By-Laws which had been previ- 
ously prepared was then submitted to the meeting by the 
Chair, and after being considered article by article, section 
by section, and, as a whole, was adopted, (or was amended 
and adopted) as the By-Laws of the corporation, and ordered 
to be spread upon the minutes, and entered in a book of 
By-Laws, to be procured and used by the Secretary for that 
purpose. 

Said By-Laws are as follows: (Here insert them at 
length.) 

The next order of business being the election of a Board 
of five Directors, the election was proceeded with, a vote by 
ballot being taken, conducted by H. L. Brown and James 
Knox, inspectors, which resulted as follows: 

E. P. Jones 510 votes. 

John Gordon 600 votes. 

James Willard 610 votes. 

Asa Roberts 700 votes. 

M. L. Bennett 535 votes. 

H. L. Brown 385 votes. 

James Knox 435 votes. 

Robt. Ainslie 100 votes. 

The chair thereupon declared that E. P. Jones, James Wil- 
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lard, Asa Roberts, John Gordon and M. L. Bennett had each 
received a majority of all the votes cast, and were the persons 
receiving the highest vote and were the duly elected Directors 
for the next ensuing year. 

There being no further business before the meeting, an ad- 
journment was taken sine die; 

Attest : JAMES WILLARD, 

Chairman. 
J. F. Wi,STON, 

Secretary. 

§ 137. Minutes of Other Than First Meeting. 

There is a general similarity in the forms in which 
minutes of all stockholders' meetings are made up. Sev- 
eral exemplars follow : 

Form 118. 

Minutes of Special Meeting of Stockholders 
of the 
NEW ERA PRINTING COMPANY. 
Held May 15, 1904. 
Pursuant to notice (or call and waiver of notice), a Special 
Meeting of the Stockholders of the New Era Printing Com- 
pany was held at the office of said corporation, at No. 50 
Printing House Square, in the City of Washington, D. C, at 10 
o'clock A. M., on the 15th day of May, 1904. 

The meeting was called to order by the President, J. F. 
Weston, the Secretary, also being present and acting as Secre- 
tary of the meeting. 

Stockholders were present and absent as follows : 
(Here insert list as in Form 116.) 

The call and notice of the meeting (or call and waiver of 
notice) were ordered to be entered in the minutes, atad are as 
follows : 

(Insert as per the copy on file.) 
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The purposes of the meeting were then stated by the chair 
as set forth in the call, etc., etc. 

Upon motion, the meeting adjourned until the follow- 
ing Monday, May 18th, 1904, at 10 o'clock A. M., in order 
that the stockholders might have further time to consider the 
question. 

Attest : JAkES WILLARD, 

President. 
J. F. WESTON, 

Secretary. 



Form iig. 

Minutes of Adjourned Meeting of Stockholders 
of the 
NEW ERA PRINTING COMPANY.' 
Held May 18th, 1904. 
Pursuant to adjournment, the Special Meeting of Stock- 
holders of the New Era Printing Company convened at the 
office of the Company, to wit. No. 50 Prmting House Square, 
at 10 o'clock A. M., on the 18th day of May, 1904. 

Stockholders were present in person or by proxy, and ab- 
sent as follows : 

(Here insert as in Form 116.) 

The minutes ofthe preceding meeting, of which this meet- 
ing was t continuance, were read and approved, etc., etc. 
etc. 

(Then insert the proceedings upon the proposition under 
consideration.) 

There being no further business, an adjournment sine die 
was taken. 

Attest : JAMES WILLARD, 

President. 
J. F. WESTON, 

Secretary. 
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Form 120. 

Minutes of Annual Meeting of Stockholders 

of the 

NEW ERA PRINTING COMPANY. 

Held Jan. 15, 1904. 

The stockholders of the New Era Printing Company as- 
sembled in annual meeting in the office of the Company, No. 50 
Printing House Square, on January 15th, 1904, at 10 o'clock 
A.. M. 

President Willard called the meeting to order, and pre- 
sided during its deliberations, and J. F. Weston, Secretary of 
the Company, acted as Secretary of the meeting. 

The roll of stockholders was called, and there was found to 
be present and absent as follows : 

(Here insert according to the facts as per Form, 116.) 

The Secretary produced and submitted to the meeting the 
personal notice of the meeting, certified by him to the effect 
that copies of the same had been mailed to each and every 
stockholder on the 4th day of January, 1904 ; also copies of 
the "Washington Post," dated respectively, January 6th and 
13th, 1904, containing notices of the meeting in the usual 
form. The certified notice and published notice were ordered 
filed. 

The minutes of the last annual meeting and a special meet- 
ing, held May 15th, 1904, and of an adjourned meeting, held 
May 18, 1904, were read and approved, or (in lieu of approved), 
corrected in the following particulars, (state.) As so corrected, 
said minutes were then approved. 

The annual report of the President was then submitted and 
read, and ordered filed. ^ 

The annual report of the Treasurer was submitted, read and 
filed. 

(Here mention reports, if any, of standing and special com- 
mittees.) 

The election of Directors for the ensuing year being next 
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in order, the President appointed Henry L. Brown anfl Rob- 
ert Ainslie as inspectors of the election ;■ whereupon a vote was 
had by ballot. (Here nsert according to- the fac*s as per Form 
117.) 

There being no further business, the President declared the 
meeting adjourned sine die. 
Attest : 

JAMES WILIvARD, 

President. 
J. F. WESTON 

Secretary. 



§ 138. Oaths and Certificates of Ifispectors. 
Form 121. 

NEW ERA PRINTING COMPANY. 

Annual Election, 1904. 

OATH OF INSPECTORS. 

United States of America, ■ ) 
District of Columbia. \ ^* 

We, the undersigned, having been duly appointed inspectors 
of election at the anual meeting of the stockholders of the 
New Era Printing Company, to be held at the office of said 
Company, 50 Printing House Square, Washington, D. C, on 
the 15th of January, 1904, being severally duly sworn, each 
for himself, and not one for another, deposes and says: I will 
faithfully execute the duties of inspector of election at said 
meeting, acording to the best of my ability and with strict 
impartiality. 

JOHN GORDON, 
JAMES KNOX, 

(Notarial Jurat.) 
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Form 122. 

NEW ERA PRINTING COMPANY. 

Annual Election, 1904. 

CERTIFICATE BY INSPECTORS OF ELECTION. 

We, the undersigned, inspectors of election of the New 
Era Printing Company, hereby certify that the regular annual 
meeting of, the stockholders of said corporation, held at its of- 
fice, 50 Printing House Square, Washington, D. C, on the 
15th day of January, 1904, a quorum was present, and we, 
after having been each of us severally and duly sworn, the oaths 
so administered to us being hereto attached, did conduct the 
election for Directors of said corporation; that the result of 
the balloting and voting thereat was the election by the plu- 
rality vote set opposite their respective names, of the follow- 
ing Directors, to serve for the term of one year from the date 
of said election : 

Names. Votes Second. 

E. P., Jones 900 

M. L. Bennett 900 

Asa Roberts 900 

James Willard 900 

Robt. Ainslie 900 

In testimony whereof, we have hereunto set our 
hands, this Jan. 15, 1904. 

JOHN GORDON. 
JAMES KNOX, 

Inspectors. 
(Notarial acknowledgment.) 

II. AT MEETINGS OF THE BOARD OF DIRECTORS. 
§ 139. Order of Business. 

The order of business for meeting-s of the Board of 
Directors will be briefer than for a stockholders' meet- 
ing, and may be as follows : 
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Form 123. 

1. Reading and approval of minutes. 

2. Reports. 

3. Unfinished business. 

4. New business. 

5. . Adjournment. 

§ 140. Forms of Minutes at Various Kinds of Meetings 
of the Board. 

The directors usually hold a meeting immediately 
after adjournment of the stockholders' meeting. If, 
however, all do not attend it would be open to objec- 
tion on the ground that absent directors had no no- 
tice. Unless a call and waiver be executed, the secre- 
tary of the stockholders' meeting should give the new- 
ly elected directors immediate notice of their elec- 
tion. It is then their duty to meet and organize by the 
election of ofificers. 

As to the length of the minutes of the first meeting of 
the Board of Directors, much will depend upon the 
character of the corporation as well as the nature and 
condition of the business. 

In case of a corporation formed to merely continue 
an established business, little more may be required 
than to elect corporate officers. 

In case of a newly formed corporation, whose opera- 
tions are to be extensive, for instance, to engage in 
manufacturing on a large scale, to build a railroad, 
etc., it may be found necessary to hold sessions from 
day to day and transact a large volume and variety of 
business. 
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The first of the following forms fulfills ordinary re- 
quirements : 

Form 124. 

Minutes of the First Meeting of Directors 

of the 

NEW ERA PRINTING COMPANY. 

Held March 8th, 1904. 

Pursuant to notice (or call and waiver of notice) the Board 

of Directors of the New Era Printing Company, elected at the 

annual meeting of stockholders March 1, 1904, assembled and 

held its first meeting in Room 15 at No. 50 Printing House 

Square, in the City of Washington, D. C, at 10 o'clock A. M. 

on the 8th day of March, 1904. 

Mr. James Willard was selected to temporarily preside and 
Mr. J. F. Weston was appointed as temporary Secretary of 
the meeting. E. P. Jones, M. L,. Bennett, James Willard, 
John Gordon and Asa Roberts, being all said Directors, were 
present. 

The Secretary presented the notice (or call and waiver of 
notice) pursuant to which the meeting was held. It was or- 
dered to be entered at length in the minutes, and is as follows: 
(Here insert the notice or call and waiver, according 
to the fact.) The election of officers for the corporation for 
the next ensuing year was then proceeded with and resulted as 
follows: 

For President, James Willard received 4 votes. 
For Vice-President, John Gordon received 4 votes. 
For Secretary, J. F. Weston received 5 votes. 
For Treasurer, James Knox received 5 votes. 
And each and all were declared the duly elected officers as 
voted for. The permanent officers so elected assumed the 
duties of the officers to which they were thus elected and 
proceeded with the business of the meeting. 

Upon motion, duly seconded, the Secretary was then 
authorized and directed to purchase for the use of the corpora- 
tion the following books: 
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(Here insert same; see Chapter 15 and Forms therein 
found.) 

It was moved and seconded that the Treasurer be author- 
ized and directed to open an account with the Safety and 
Security Bank of Washington, D. C; that all the funds of this 
company be deposited therein in the name of this corporation 
as the same shall come to his hands; such funds to be with- 
drawn only by check signed and countersigned as provided in 
the by-laws. 

Upon motion, the President and Secretary were authorized 
and directed to lease a suitable office and principal place of 
business for this corporation, at a rental not exceeding $50 
per month; also, to attend to the filing in the proper offices 
all documents required by law to be filed in State and County 
and district offices; also, to attend to the payment of the ex- 
penses incurred in the incorporation and organization of the 
company to this date; also to purchase any and all supplies and 
materials necessary to start the business for which this cor- 
poration was formed, and employ, and fix the salaries of all 
necessarjf agents and employees. 

James Knox, the Treasurer, presented his official bond in 
conformity with the provisions of the by-laws, which was ex- 
amined by the Board, approved and delivered to the Secretary. 

There being no other business the meeting adjourned. 

ATTEST: JAMES WILLARD, President. 

J. F. WESTON, Secretary. 

Form 125. 

Minutes of the First Meeting of Directors 
of the 
CANAL AND WATER COMPANY. 

Immediately after the adjournment of the Stockholders' 
meeting the directors-elect met at the office of the company to 
organize and qualify. Roll of Directors called and all were 
present. Mr. E. W. Burr presided temporarily and Henry 
Wardner acted temporarily as Secretary. 
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L. M. Sprague and C. L. Henry were placed in nomination 
for President, and the Board proceeded to ballot, with the fol- 
lowing result: Mr. Sprague received 5 votes and Mr. Henry 
received 4 votes. L. M. Sprague having received a majority 
of the votes of this board, was declared duly elected President 
of this company. Mr. C. h. Henry being the only nominee for 
Vice-President, on motion, the Secretary was instructed to 
cast the ballot, and Mr. C. L. Henry was declared unanimously 
elected Vice-President of the company. 

Mr. Henry Wardner being the only nominee for Secretary, 
on motion, Mr. Jenks was instructed to cast the ballot, and 
Henry Wardner was declared unanimously elected Secretary 
of this company. 

J. W. Lasher and W. B. Linder were placed in nomination 
for Treasurer, and the Board proceeded to ballot, with the 
following results: 

Mr. Lasher received 7 votes. 
Mr. Linder received 2 votes. 

Mr. J. W. Lasher having received a majority of the votes 
of the Board, was declared elected Treasurer of this company. 

Mr. Sprague and Mr. Wardner here assumed their 
respective places and duties as President and Secretary. 

Roll called and all the directors were present. A communi- 
cation or protest signed by a number of stockholders was 
read by the Secretary. On motion the same was ordered filed. 
On motion it was unanimously decided that this Board of 
Directors purchase the water rights mentioned in communica- 
tion of George Vann, upon the condition that the owners give 
a guarantee of the title to the same. On motion the President 
appointed J. S. Cowley, J. C. Stamper and D. Southwell as a 
committee to wait upon and confer with Mr. Vann in regard 
to the purchase of water rights. On motion, it was unani- 
mously decided to call in twenty per cent, of the subscribed 
stock, in accordance with the agreement signed by the stock- 
holders, and that P. L. Barker, the holder of the agreements, 
be notified to notify the parties and collect the somr On 
motion the bond of the Treasurer was fixed at $10,000; also 
the salary of the Secretary was fixed at $150 per month. 
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The following resolution was introduced and unanimously 
adopted: 

RESOLVED, That the President appoint the following 
standing committees: A committee on printing, consisting of 
three directors; a committee on finance, consisting of three 
directors; a committee on auditing, consisting of three di- 
rectors. 

(Signed) J. S. CONLEY. 

The President appointed J. S. Conley, M. C. Tebbs and D. 
Southwell as a committee on printing, and stated that the 
other committees would be appointed at a subsequent time. 

On motion the President and Vice-President were ap- 
pointed a committee and instructed to correspond with the 
proper parties with a view to the employment of an engineer. 
On motion H. L. Camfield was appointed as the attorney for 
the Board, his compensation to consist of fees. On motion the 
meeting adjourned, to meet at 1 o'clock P. M. Thursday, June 
15, 1904. 

It is not absolutely necessary to state who was 
present and who absent, nor even that a quorum was 
present at an adjourned meeting. In the absence 
of anything in the minutes showing the contrary, the 
law will presume that those present at the previous 
meeting from which an adjournment was taken, con- 
tinued in attendance. 

The various methods of bringing about a meet- 
ing of the Board of Directors have been elsewhere con- 
sidered. (See Chapter 12.) 

The directors may, by unanimous consent, hold a 
meeting at any time without any preliminaries what- 
ever. However held, the general form of the minutes 
will not vary materially, and the following forms will 
prove useful to secretaries in writing up their Hiinutcs 
of special meetings : 
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Form. 126. 

Minutes of Special Meeting of Board of Directors 
of the 
NEW ERA PRINTING COMPANY. 
Held May 24th, 1904. 
The Board of Directors met pursuant to notice to each and 
every member of the board (or call and waiver of notice, or 
by unanimous consent, all being present, according to fact) 
in special meeting in the office of the company, No. 50 Printing 
House Square in the City of Washington, D. C. 

The meeting being called to order by President Willard, 
Directors Jones, Bennett, Willard, Roberts and Gordon 
answered present, being all the members of the Board. 

The Secretary then presented the notice of the meeting 
(or call and waiver, or written consent, according to the fact) 
pursuant to which the meeting was held. There being no 
objection it was ordered to be entered in the minutes. 
(Here insert same.) 

The attention of the Board was then called by the Presi- 
dent to the purposes for which the meeting was held. 
(Here insert proceedings as taken.) 

There being no further business the President directed 
the meeting adjourned sine die. 

or 
Further time being required for consideration an adjourn- 
ment was taken to the following day at 10 o'clock A. M. at 
the same place. 

ATTEST: J. F. WESTON, Secretary. 

JAMES V\fILLARD, President. 

Form 127. 

Minutes of Regular Monthly Meeting of Directors 

of the 

NEW ERA PRINTING COMPANY. 

Held April 15, 1904. 

The Board of Directors of the New Era Printing Com- 
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pany met at the office of the Company, No 50 Printing House 
Square, on the 15th day of April, 1904. The meeting was 
called to order by President Willard, who presided during the 
meeting, J. F. Weston, the Secretary acting as such. 

There were present Directors Jones, Bennett, Willard and 
Gordon; absent Roberts. (The balance of the minutes will be 
in the same form as at a special meeting. See Form 126.) 

Form 128. 



Minutes of a Regular Meeting of Directors, Showing 
Correction of Error and Re-levy of Asessment. 

"Office Pernau Land and Water Company, 
"March 15, 1904. 

The Board of Directors of the Pernau Land and Water 
Company held their regular monthly meeting on the above 
date, Vice-President C. L. Henry, in the absence of the Presi- 
dent, calling the Board to order. Upon roll-call the following 
Directors answered to their names: Simpson, Coggswell, 
Barnes, Henry and Johnson. Absent: Sprague, Jones, Tanner 
and Judson. 

Minutes of the last regular meeting of the Board read and 
approved as read. On motion of Director Simpson, seconded 
by Director Barnes, the following resolution was duly adopted: 

"Resolved, That, whereas, by inadvertence, certain Errors 
occurred in the action of the Board of Directors of this cor- 
poration at its last regular meeting held on February 14, 1904, 
in the levying of an assessment upon the subscribed capital 
stock of this corporation, and whereas, by inadvertence, the 
notice of the levying of said assessment was not published as 
lequired by law, it is therefore hereby ordered that the action 
of the Board of Directors of this corporation, in the matter of 
the levying of said assessment, be and the same is hereby re- 
scinded, and the action of the Secretary of this corporation 
in the matter of the publication of said notice of assessment be 
and the same is hereby annulled." 

On motion of Director Barnes, seconded by Director 
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Johnson, the following order was duly passed and ordered en- 
tered of record, to wit: 

"It is hereby ordered that an assessment. No. 1, of $10 per 
share, lawful money of the United States, be and the same is 
hereby levied upon the subscribed capital stock of this cor- 
poration, payable on the 20th day of June, to the Treasurer of 

said corporation, at his office, No Street, in the 

City of , State of , and that any 

stock upon which this assessment shall remain unpaid on the 
20th day of August, 1904, shall be delinquent, and unless pay- 
ment is made before, the same will be sold on the 31st day of 
August, 1904, to pay the delinquent assessment, together with 
costs of advertising and expenses of sale." 

On motion of Director Henry, seconded by Director 
Coggswell, it was resolved that the Secretary of this corpor- 
ation be and he is hereby instructed to give notice of the levy- 
ing of the above assessment, as required by the statutes of 
this State, and thereafter if said assessment or any part thereof 
shall be delinquent, to give delinquent notice thereof, as re- 
quired by the Statutes of this State. There being no further 
business the meeting adjourned. 



CHAPTER XV. 
Corporate Books. 

141. Uses and Form of Minute Book. 

142. What Minute Book Should Contain. 

143. Further as to Keeping Minutes. 

144. Other Books Required to Be Kept. 

145. The Stock Certificate Book. 

146. The Stock Transfer Book. 

147. Uses of the Stock Ledger. 

148. The Corporate, Calendar. 

§ 141. Uses and Forms of Minute Book. 

Among the indispensable books of a corporaticn 
IS that in which a record of proceedings of member- 
ship meetings and the meetings of the Board of Di- 
rectors is kept, commonly known as the Minute Book. 
This book, properly identified, is admissible in evi- 
dence to prove its contents, and establishes prima facie 
at least, that the meetings there recited as having been 
done, were done. 

The keeping of' the Minute Book pertains to the 
office of the secretary, and except for use at meetings, 
or in court, or upon special occasions and for special 
reasons, should not be taken, or permitted to be taken, 
from his possession. It is essential to the well being 
of the corporation that many matters should be therein 
recorded, and usually many other matters are noted 
there for convenience, merely. 

A book proper for the purpose rnay usually be pro- 
cured at any extensive dealer in stationery. It should 
be so ruled as to leave a wide margin to the left for 
the insertion of catch words indicating the subject 
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matter considered, or acted upon, at that particular 
point of the proceedings. 

There is no legal objection to having the minutes 
copied with a typewriter and pasted into the book. 
And yet it is obvious that minutes so kept could be 
easily tampered with for fraudulent purposes. It will 
obviate all questions of this kind, provided the secre- 
tary is himself faithful, if the minutes are entered in 
a clear, legible hand, with pen and ink. The marginal 
references should be made with red ink, and the minute 
entries in ink of a different color. 

§ 142. What Minute Book Should Contain. 

Speaking in legal sense, the minute book is a jour- 
nal of all meetings of the stockholders or members, 
and of the Board of Directors, with the time and place 
of holding the same, whether regular or special, and 
if special, its object, how authorized, and the notice 
thereof given. The second should embrace every act 
done or ordered to be done ; who were present, and 
who absent; and, if requested by any director, stock- 
holder or member, the time should be noted when he 
entered the meting, or obtained leave of absence there- 
from. 

On a similar request, the ayes and noes should be 
taken on any proposition, and a record thereof 
made. On a similar request, the protest of any direc- 
tor, stockholder or member to any action or proposed 
action should be entered in full. 

If necessary or convenient, two minute books may 
be kept, one for directors' meetings and another for 
meetings of stockholders or members. In the case of 
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a corporation having frequent meetings at which much 
business is transacted, it would be better to keep 
two minute books, the size and number of pages to be 
determined by the probable volume of entries required 
to be made. 

In the first pages, should be copied the certified 
copy of the articles of incorporation received from the 
Secretary of State, or other authority. The practice 
sometimes adopted of pasting this document in the 
minute book is not to be commended. There is dan- 
ger of its becoming detached and lost; besides, it is 
sometimes needed in court to prove corporate ex- 
istence, and it should not then be necessary to take also 
the minute book. 

Another censurable practice is that or entering the 
by-laws in the minute book. The Book of By-Laws 
should be separate. The statutes of many of the States 
so require. 

There should be a heading for each meeting which 
should be at the top of a page, and should designate 
whether the meeting was regular or special, and its 
date. No blank pages should be left between the record 
of one meeting and that of a succeeding meeting, 

§ 143. Further as to Keeping Minutes. 

The secretary of a private corporation whose busi- 
ness is worth recording at all occupies, with respect 
to keeping the minutes, a position the importance of 
which is not to be compared with that held by any 
other officer. Upon the question of whether accurate 
entries be made of the proceedings may depend other 
questions affecting interests of great magnitude and 
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value. Skill and talent herein, would not be important 
if a set formula could be given for every transaction 
of which a record is required. But in practice the 
business of the average corporation formed for profit 
assumes many phases, and the secretary should be 
qualified to adapt the entries to the nature o^ the busi- 
ness done and present the matter in clear, concise, 
unambiguous language. A verbatim report is not gen- 
erally required, nor is it desirable, as a rule. But a 
record of the substance of all important proceedings, 
however little be their importance, should be made. 
Of course, the secretary cannot usually enter the rec- 
ord in the minute book while the meeting is being held. 
He keeps what is termed "Rough minutes," consist- 
ing of a brief statement of the proceeding, with as 
much detail as circumstances will admit of, including 
a reference to any letters, reports, or other document- 
ary evidence presented at the meeting. These he should 
make and refer to as "Exhibit A," "Exhibit B," 
etc. 

Soon after adjournment, or at least while the pro- 
ceedings are fresh in his mind, he should record the 
minutes in extenso in the minute book. It is seldom 
necessary to copy therein any matters which have 
been presented in written form, unless he has been di- 
rected at the meeting to do so. 

Of course, this suggestion does not apply to resolu- 
tions which should be copied fully. If the secretary 
cannot remember with requisite distinctness some- 
thing transpiring at the meeting of sufficient import- 
ance to justify its being made a matter of record, 
and his memoranda are not sufficient to refresh his 
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memory, he may call to his aid the presiding officer, 
or any one present in whom he has confidence. 

Where the minutes have been recorded they should 
be authenticated. 

This is done simply by the proper signatures 
being attached thereto. Whether the signature of 
the secretary alone is sufficient, or that of the person 
who presided at the meeting should also be attached, 
depends upon the by-law provisions on the subject. 
In the absence of any provision on the subject, that of 
the secretary alone will suffice. 

It is never necessary that the minutes be actually 
kept, or that they be recorded personally by the sec- 
retary. All except the act of signing may be done 
by an assistant or by any one specially employed. But 
the secretary, by accepting and occuping the office, 
undertakes that they shall be properly kept, and that 
they shall speak the truth. 

Minutes are usually read and approved at a sub- 
sequent meeting, but there is no legal reason for not 
approving them at the same meeting. Upon their be- 
ing approved, and the minutes of the meeting at which 
they were approved being recorded, the secretary 
should make an entry below his signature of the fact 
of their having been approved, thus : 

"Approved January 26th, 1904, page 63." 

§ 144. Other Books Required to Be Kept. 

As to what books additional to those in which the 
minutes and the by-laws are kept, are needed, de- 
pends upon the nature or magnitude of the corporate 
enterprise, except where statutes are found prescrib- 
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ing what records shall be kept. It is not necessary 
however, to discuss such statutory provisions inas- 
much as their requirements will usually correspond 
to the actual necessities of corporate management. 
These are, in the case of most corporations, the follow- 
ing : 

A book known as the "Stock and Transfer Book," 
in which is kept a record of all stock, showing all 
transfers of stock, the date thereof, and by and to 
whom made ; a book containing the names 
and addresses of all of the stockholders or 
members, alphabetically arranged ; an assess- 
ment register, to contain a record of all assess- 
ments levied, when levied, amount, when paid, when 
noticed, when delinquent, etc, and a Book of By- 
Laws. 

The foregoing may be regarded as the essential 
books; but others are nearly as necessary. For in- 
stance, the Day Book or Journal, Cash Book, and 
Ledger, and other regular books of account; and the 
treasurer usually keeps a separate book, sometimes 
called the "Treasurer's Cash Book." 

Often, however, the bank where the deposits are 
made is elected or appointed the treasurer of the com- 
pany, and keeps the account, as with any other person, 
keeping an account which is subject to check. 

§ 145. The Stock Certificate Book. 

The stock certificates are usually kept in a book, 
the cover of which is open at both sides and at one 
end. In this, any desired number of blank certificates 
may be contained, ready to be filled out, according 
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to name, date and number of shares. The book is so 
bound as to admit of the stub end, containing the 
data as to the issue being retained, thus constituting a 
complete current account of all such transactions. Each 
certificate and its stub contains, among the other mat- 
ter, the serial number of the certificate, their num- 
bers, running consecutively. Between the portion of 
each leaf containing a certificate and that constituting 
the stub, is a line of perforations, thus facilitating 
their separation. 

If the certificate issued be in lieu of one surren- 
dered in consequence of a transfer, that fact is entered 
on the stub, designating the number and holder of the 
certificate so surrendered, as well as the usual data 
as to the issuance of the new certificate. Certificates 
surrendered in consequence of a transfer, as well as 
when delivered up for cancellation for any other rea- 
son, should be stamped with the word "Cancelled," 
and filed away for future reference. 

Where a book for the record of transfers is kept in 
addition to the stock certificate book — and this is the 
better method — the data just mentioned with refer- 
ence to surrendred certificates need not be enterd on 
the stubs, as the entire matter, including the occasion 
for issuing the certificate, will appear in the Ledger. 

If provision has been made in the by-laws for the 
issuance of preferred stock, the certificates for that 
are bound in a separate book, with its own separate 
serial numbering. 

Sometimes the corporation desires to commence 
the issuance of its certificates before they are print- 
ed or engraved in satisfactory form and style. In that 
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case temporary certificates or vouchers showing that 
the holders thereof are entitled to certificates of tha 
corresponding date and number of shares may be used 
until the certificates in the permanent form are ready. 
K this course be pursued, the certificates in regular 
form should not be issued until those temporarily is- 
sued, or the vouchers are returned for cancellation 
When the regular certificate book is received, enough 
blanks should be reserved at the beginning to fully 
represent such temporary issues. The data on the stubs 
of the latter should be transposed to the former, and 
the holders of the latter should be notified of the 
readiness of the corporation to make the exchange. 

The process of issuing a certificate originally is 
somewhat different from that where there has been 
a transfer, or a surrender of outstanding certificates. 

There are ample blanks on the stub to cover 
any circumstances. Fewer of them are required to 
be filled in where the issue is original, than when in 
lieu of one transferred or surrendered. 

§ 146. The Stock Transfer Book. 

For all legal purposes, the entries on the stubs in 
the certificate book are sufficient, and in a vast ma- 
jority of corporations no separate transfer book is 
kept. 

Where, however, the holders of certificates are 
numerous, or the stock is actively dealt in, a separate 
transfer book is a great convenience, inasmuch as, 
without it, the secretary might, every time a transfer 
was made, have to search through a number of stub 
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books in order to obtain a correct history of the stock 
so transferred. 

The separate transfer book is also a more perma- 
nent record and better preserves the evidences of titles 
to stock. This book consists of printed transfers, iden- 
tical with those seen on the back of the certificates 
bound together. When a certificate is surrendered and 
a new one, or more than one, demanded in lieu of it, 
the secretary requires its owner, if present, or, in his 
absence, the person designatd on the back of it as 
his attorney, (which, as has been shown, is usually 
the secretary himself), to sign the proper blank trans- 
fer or assignment in this book ; and the secretary then 
fills in the blanks and makes in the margin the proper 
entries, to complete the history of the stock to 
date. 

The following is one of such assignments in 
the book, complete, with the entries made in the 
margin already made by the secretary : 

Form 129. 

Ledger Folio .... Transfer No 

NEW ERA PRINTING COMPANY. 
For value received I hereby sell, assign and transfer to 

Philo Sawyer of the County (or City) of , State 

of , fifty shares of the capital stock of the 

above named corporation, the same standing at present in my 
name on the books of said company and represented by sur- 
rendered certificate No this May 10, 1904. 

New Certificates, Nos. 48, 49. 

Issued to Philo Sawyer, Ledger Fol. 78. 

E. P. JONES, 
By R. M. HALL, Attorney. 
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The shares represented by more than one certificate 
may be included in one such entry by properly filling in 
the blanks. 

The blank number of the transfer at the upper 
right hand corner may be printed when the book is 
made, the blanks being in consecutive order, consec- 
utively numbered, or it may be left blank. There is 
this advantage in leaving it blank, one or more may be 
spoiled, and in case the numbers were printed in, then 
all subsequent numbers must be changed. 

§ 147. Uses of the Stock Ledger. 

In addition to the stock books above described, there 
maybe others required by the statutes to be kept. These 
may be very conveniently and properly kept by those 
corporations, the magnitude of whose stock transactions 
justify it, another known as the Stock Ledger, having 
the same relation to the former that a ledger holds 
to the journal in ordinary bookkeeping. This ledger 
should contain the stock account of each individual 
stockholder and should, like any other led'ger, contain 
an index, alphabetically arranged. It is properly made 
up from the entries in the two books previously men- 
tioned. 

When a person becomes the owner of stock, an 
account should be opened in the ledger in his name, 
and he should be credited with the stock owned. When 
he parts with part of it, he is debited therewith. When 
he parts with all of it, the account balances, and is 
closed. The ledger is the most convenient book for 
use at elections and in the disbursement of dividends. 
It should be devoted exclusively to the one purpose, 
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and neither the dividend nor the assessment account 
should appear therein. 

These are separate matters, as is also the subscrip- 
tion account, and are kept by the secretary or treas- 
urer, accordingly, as the by-laws provide in all ordinary 
corporations. 

In the great public service, insurance, etc., com- 
panies, the bookkeeping is itself an enterprise of great 
magnitude, is a department of great importance, con- 
sists of many books designed speciayy for the af- 
fairs of the particular company, and may include 
books and systems of keeping them, unknown to the es- 
tablished science of bookkeeping. 

The following is a form of an individual account 
in tEe ledger, and may be useful as a suggestion to 
secretaries and other keepers of corporation books: 
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§ 148. The Corporate Calendar. 

The corporate calendar is an affair of comparative- 
ly little importance, with small and "close" corpora- 
tions, under no statutory obligations to make reports 
to State officers or to make publication of financial 
condition and the like. And yet few corporations 
making any pretensions to do business are so insig- 
nificant that a schedule of things of strictly corporate 
concern, to be done according to law at particular 
future dates, will not be found a wise safeguard against 
neglect and possible loss. Such schedule is called a 
"Corporate Calendar," and consists of memoranda of 
things to be done and the dates when they are re- 
quired to be done, arranged in chronological order. 
It may be kept in a separate book devoted to that pur- 
pose exclusively, or it may be made out on a card 
and placed on or over the secretary's desk, or it may 
be in the form of memoranda under the dates on an 
ordinary calendar such as are in general use, so that in 
the transaction of routine business it will serve as a 
constant reminder. 

The skeleton calendar found below is a suggestion 
merely, and before attempting to prepare a calendar, 
the statutes of the particular State should be consult- 
ed, in order to ascertain what duties are imposed 
upon the particular class of corporations at particular 
dates. 

Form 131. 

CORPORATE CALENDAR. 
1904. 

Jan. 2. Franchise (or other) State tax payable. Must be 
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paid before day of Amount to be paid 

has been fixed at $ 

Jan. 5. Send out and publish notices of Annual Meeting 
to be held Jan. 15th. 

Jan. 12. Endeavor to obtain call and waiver of notice for 
January meeting Board of Directors. 

Jan. 14. Notice to be given of January meeting of Board 
of Directors to be held January if not waived. 

Jan. 15. Annual Meeting of Stockholders at 10 o'clock 
A. M. Prepare rough minutes on sheets, blank tally sheets, 
oaths of inspectors, certificates, etc. 

Jan. 16. Meeting of Board of Directors at 10 o'clock 
A. M. 

Jan. 15. Annual Reports to State and to 

County due on this date, and must be made 

before the end of the month. Find time to prepare it imme- 
diately after Annual, Meeting. 

Mar. 1. City (or County) assessment due between this 
date and the 15th of March. If not satisfactory when received, 
application for correction must be made to the Board of Equal- 
ization at its April meeting. 

Feb. 10. Notice to Directors (or call and waiver) of 
notice for meeting February 15th. 

Feb. 15. Meeting of Board of Directors, 10 A. M. 

Mar. 11. Notice to Directors (or call! and waiver of 
notice) for meeting Mar. 16th. 

Mar. 16. Board Meeting, 10 A. M. 

Apr. 3. Meeting of Board of Equalization of Assessments. 

If this Company has any grievances consult Attorney. 

Apply to Clerk of the Board for all blanks needed. 

All other matters, such as date of payment of taxes, date 
of delinquency, penalties for non-payment, etc., may be en- 
itered. 

April 10. Notice (or call and waiver) of Board Meeting on 
15th. 
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April 15. Board meets at 10 o'clock A. M. 
May 10. Notice, etc., of Directors' Meeting, 
May 15. Meeeting of Board at 10 A. M. 
(Same for each month.) 



CHAPTER XVI. 

Sharing in Profits of Corporation— Herein of 

Dividends. 

149. Meaning of, and Rules Governing Dividends. 

150. Dividends on Preferred Stock. 

151. Resolution Declaring a Dividend. 

152. Notice of Dividend. 

§ 149. Meaning Of, and Rules Governing, Dividends. 

A dividend declared of the earnings of a company 
becomes thereupon the individual property of the stock- 
holder, to be received by him on demand. It is a sev- 
erance from the common fund of the company of so 
much for the use and benefit of each stockholder, in 
his individual right, which may be demanded by him, 
and if refused, becomes. the subject of an action for 
money had and received to his use. 

After a dividend has been declared, each party en- 
titled has a right in severalty to his particular propor- 
tion. 

The interests of those entitled to dividends be- 
comes not only several and distinct, but positively ad- 
verse to each other, so that one can not be said 
to represent the other as to dividends already de- 
clared.^ 

The directors alone have the power to declare a 
dividend of the earnings of the corporation. To them 
the law entrusts the management of the corporate 
business, and they are best able to determine whether 
financial conditions will warrant the payment of a 

336. 



DIVIDENDS. 337 

dividend. They may not only declare the amount of 
dividends, but also the time for their payment. They 
have the like power to appoint a place of payment, 
so that it be within a reasonably convenient distance 
from the place of business of the corporation and from 
that of the stockholders. 

The directors often select a banking house or the 
office of a trust company of good credit and consti- 
tute it the ag«nt and register of the corporation for 
the payment of dividends, depositing the money there 
for the purpose. There is no doubt of their authority 
to do so ; but they should give notice of the ar- 
rangement to all the stockholders entitled to partici- 
pate. 

Stockholders are entitled to notice of the declara- 
tion of a dividend, since it cannot be assumed or main- 
tained as a legal proposition that every stockholder 
in a company, either knows, or is bound to know, all 
the doings and proceedings of its officers at the time 
or times when they occur. 

It is true that the interests of the stockholders may 
be legally affected by the action of a company through 
its officers, but as between the stockholders and 
the company itself, touching any claim which they 
have against it, when in a solvent condition, they 
stand in the same position to it as a stranger; and, 
except as to reports and the like, which may be made 
to the stockholders exclusively, they are about as ig- 
norant of its affairs as he. 

No notice, therefore, of the declaration of a divi- 
dend, or of the placing of money on deposit for its 
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payment is presumed from the mere fact that one is a 
stockholder. 

Until a dividend is declared, the fund out of which 
dividends may be paid belong-s solely to the corpora- 
tion, and is answerable for its debts;' but a divi- 
dend once declared is a thing done, the profits being 
answerable to it in actual specie, and are by the dec- 
laration separated from the corporate property, and de- 
clared to be and then to become the individual property 
of the stockholder. 

The corporation may or may not be liable for the 
loss of the fund set apart for the payment of a divi- 
dend. In its keeping, they are only bound to ordinary 
diligence.' 

After the declaration of a dividend, and the ap- 
propriation of a fund to its payment, such fund ac- 
quires the character of a trust fund, and must be 
thenceforth regarded as the property of the stock- 
holders. It cannot be applied by the directors to any 
purpose not included in the charter or fundamental 
compact among the incorporators, without the consent 
of the latter.* 

Barring the rights of the holders of preferred shares, 
the directors have no power to discriminate among 
its stockholders in respect to dividends any more than 
in any other respect. 

In the exercise of equitable jurisdiction, the courts 
will sometimes interfere to compel the directors of a 
corporation to declare a dividend, but only where they 
are unreasonably withholding the dividend, under cir- 
cumstances indicating bad faith.' 

It is a well settled principle that dividends can only 
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be declared and paid out of profits and cannot prop- 
erly be declared and paid out of capital except in the 
liquidation when creditors must be first paid, and 
if anything is left over, it may be distributed to the 
stockholders in the form of dividends.* 

The reason for this rule is that the capital repre- 
sented by the stock of a corporation is a trust fund 
for its creditors and the law does not permit the 
shareholders, to divide it among themselves until 
upon winding up the business, all creditors have been 
paid.^ 

Biit if dividends have been actually paid to the 
shareholders out of profits, the fact that the corpora- 
tion subsequently becomes insolvent, does not 
place them under any obligation to refund such divi- 
dends.* 

If, at the time of liquidation, some of the share- 
holders have paid for their shares in full, and some 
have paid only in part, or not at all, and a surplus is 
left after paying the debts of the company, those who 
have paid in full are entitled to such an adjustment 
out of the surplus as will place all the shareholders 
on an equality, prior to any payments being made to the 
delinquent shareholders.' 

A dividend declared upon pledged stock is the prop- 
erty of the pledgor, the same as the stock, but the 
pledgee has the right to collect it, if he can, and apply 
it upon the debt of the pledgor, yet his failure to col- 
lect it does not cast upon him the duty of crediting it 
upon the indebtedness." 
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§ 150. Dividends on Preferred Stock. 

The proprietorship of a preferred shareholder in 
the earnings is a rigiht to receive from them so much 
a year, if earned, before the common stock receives 
any dividend therefrom, and when the two classes of 
stock have each received the same specific amount 
out of the years net earnings, he has the right to 
share equally in the surplus with the holder of com- 
mon stock. 

And the case is not altered by the fact that the 
preferred dividend is called interest. It is really a 
dividend, to be paid on stock and out of net profits. 
Creditors may resort to the holding of their debtor's 
property for interest as well as principal ; but the hold- 
ers of preferred stock are limited, for any income 
or interest to the net earnings. 

And though the holders of preferred stock took 
themselves in the first instance in satisfaction of in- 
debtedness held by them against the corporation, the 
case is not altered, even if such indebtedness was se- 
cured by a lieu upon corporate property. By accept- 
ing the stock they abandon the position of creditors 
and take up toward existing and future creditors the 
same position which every stockholder in a corp- 
poration occupies toward existing and future creid- 
itors.^* 

§ 151. Resolution Declaring a Dividend. 

A certain degree of formality and reasonable cer- 
tainty is required in a resolution declaring a dividend. 
It may be in the following form : 
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Form 132. 



Be it resolved by the Board of Directors of the New Era 
Printing Company that an annual dividend of three per cent 
on the subscribed capital stock of said corporation be, and the 
same is hereby declared, out of the surplus earnings already 
accrued or about to accrue and be realized from profits in 
carrying on its business; that said dividend be payable in 
money to the stockholders in proportion to the number of 
shares held by them respectively, at the rate of three dollars 
per share on the 1st day of December, 1904, subject to their 
respective orders at the office of the Treasurer, 50 Printing 
House Square, Washington, D. C. 

The following is another sufficient resolution declar- 
ing a dividend : 

Form 133. 

Be it resolved by the Board of Directors of the New Era 
Printing Company that the sum of ten thousand ($10,000) 
dollars be, and said sum is hereby appropriated and set apart, 
from the surplus profits of said corporation for the payment of 
the regular annual dividend of ten per cent, upon its outstand- 
ing stock, said dividend to be payable on the 15th day of June, 
1904; that the Treasurer be, and he is hereby authorized and 
directed to notify the stockholders of such dividend, and to 
pay the same out of said appropriation when due. 

§ 152. Notice of Dividend. 

Notice, of a dividend should be promptly given to 
all not already cognizant that it had been declared; 
otherwise some might sell and transfer the stock in 
ignorance of it and suffer loss or cause complications. 
It may be as follows : 
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Form 134. 

Office of the New Era Printing Company, 
50 Printing House Square, 
Washington, D. C. May 16th, 1904. 
To the Stockholders of the above-named Company: 

Notice is hereby given that at a meeting of the Board of 
Directors held on the 15th day of May, 1904, a dividend of ten 
per cent, was declared from the net earnings of the Company 
for the six months ending May 1, 1904. Said dividend will be 
paid on May 30th, 1904, to all who were stockholders of record 
on the books on Many 20th, 1904, the date for closing the 
transfer books. 

The Stock transfer book will be closed at 5 o'clock P. M. 
May 20th, 1904, and will be reopened May 30th, 1904, at the 
commencement of business, to wit, at 9 o'clock A. M. 

A notice that a dividend has been declared on pre- 
ferred stock should be the same as the above, except 
that the words "on the preferred stock" should be 
contained between the words "per cent." and "was de- 
clared." 

1 King v. Paterson, etc. R. R. Co., 29 N. J. 1,. 87; State 
v. Baltimore & O. R. R. Co., 6 Gill. 363; City, etc., v. Toledo 
R. R. Co., 6 Ohio R. 489. 

2 Lockhart v. Van Alstyne, 31 Mich. 76; Stevens v. South 
Devon R. Co., 9 Hare 312; Henry v. Great Northern R. Co., 1 
De Gex & J. 605; Taft v. Hartford, etc., R. Co., 8 R. I. 310. 

3 See Le Roy v. Globe Ins. Co., 2 Edwd. Ch. R. 657. 

* March v. Eastern R. R. Co., 43 N. H. 515. 

"McNab V. McNab Manfg. Co., 41 N. Y. St. R. 916; 
Fougery v. Cord, 50 N. J. Eq. 185. 

6 Ryan v. Leavenworth, etc., R. R. Co., 21 Kan. 365. 
' Kahl V. Lillianthal, 81 Cal. 378. 

• Reid v. Eatonton Co., 40 Ga. 98. 

» Krebs v. Carlisle Bank, 2 Wall Jr. (U. S.) 33. 
" Savings' Bank v. Middle Kauff, 113 Cal. 463; McAuley 
V. Moody, 128 Cal. 202. 

11 Warren v. King, 108 U. S. 389. 
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§ 153- Oi the Transferrable Character of Shares. 

Certificates of stock have sometimes been termed 
quasi negotiable instruments. It is well settled that 
they are not negotiable commercial paper so as to pass 
from hand to hand by mere delivery. But notwith- 
standing a by-law regulating transfers, prescribing 
how they shall be made, and for a record thereof in 
the proper book of the corporation, rights vest upon 

343- 
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a mere sale and delivery of the certificate which a 
court of equity will enforce, at least to the extent 
of compelling the proper transfer to be made by the 
corporation. But as between the immediate parties 
equity will not interfere when the market value of 
the stock at the date of the sale is ascertainable, be- 
cause of an adequate remedy at law. 

A transfer of stock may be valid as between the 
immediate parties to the transfer, but of no binding 
effect upon the corporation or third parties whose 
rights intervene between the date of the transfer and 
that of entering it on the books of the corporation 
and substution of a new certificate for the original. 

Under statutes providing that shares of stock, for 
which certificates have been issued, "are personal 
property and may be transferred by indorsement by 
the signature of the proprietor, his agent or attorney, 
or legal representative, and the delivery of the cer- 
tificate," the rights of transferrees upon such a trans- 
fer have been often protected by the courts.^ 

The rule requiring the transfer to be on the books 
of the corporation goes no further than is necessary 
for the protection of the corporation in the payment of 
dividends and the like.' 

In a few States, statutes provide that the stock 
is "transferable only on the books of the company," 
etc. In such States, and with respect to the shares 
of corporations created under their laws, the above 
statement does not hold good.' 

Obviously, stock interests in corporations being 
personal property, vest in executors and adminis- 
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trators of estates upon the death of the original own- 
ers. 

1 154. Rights and Remedies Where Corporate Officers 
Refuse or Neglect to Register a Transfer. 

After the certificate has been issued an assignee of 
shares represented by it can maintain an action of as- 
sumpsit against the corporation wrongfully refusing to 
make the proper transfer on its books. 

The refusal of the secretary will be treated, for 
the purposes of the action, as the refusal of the 
corporation. The measure of damages in such a 
case would be the full value of the shares at their 
highest price at any time between the refusal and the 
commencement of the suit.* 

The refusal to make the transfer is treated, for 
the purposes of the action, as a conversion of the 
shares.^ 

§ 155. Convenient Method of Consummating Trans- 
fer. 

The inconvenience of resorting to the ofHce of the 
corporation in every instance of a sale of stock is avoid- 
ed, in practice, however, by the vendor of the stock 
executing a combined assignment and power of at- 
torney in blank, and delivering it with the certificate 
to the purchaser. This may be, and usually is, print- 
ed upon the back of the certificate. The vendor of 
the stock wishing to complete the transfer and be- 
come a full fledged stockholder of record, then writes 
his own name in the proper blank and also in the 
proper blank the name of himself, the secretary of 



346 MANUAL OF CORPORATE MANAGEMENT. 

the' company or of some other person as the attorney 
in fact to execute the transfer upon the transfer book, 
For the convenience of all parties, the name of the 
secretary is here almost invariably used. The person 
so designated then surrenders the certificate to the sec- 
retary, who cancels it and issues to the new holder 
a new certificate, or certificates, in the latter's own 
name, representing the same interest as that sur- 
rendered. An entry is then made by the secretary or 
bookkeeper in the transfer book, showing the trans- 
action. 

Simultaneously with the entry in the transfer 
book and issue of the new certificate, the proper entries 
should be made on the stubs of the stock certificate 
book. 

§156. Blank Assignment and Power of Attorney on 
back of the certificate. 

When a certificate book is ordered, the purchaser 
should see that an assignment in blank, and power 
of attorney are printed in proper form on the back. 
This greatly facilitates dealing in the shares repre- 
sented by the certificates, besides subserving the con- 
venience of the secretary. 

If the blank assignment and power of attorney 
are legally sufficient — and this should be seen to be- 
fore the printing is done or the stock certificate book 
purchased — the secretary will be thus relieved of all 
risks on questions of their legal sufficiency, and de- 
lay may be avoided, when application is made to have 
a transfer entered and a new certificate issued. The 
owner of the certificate then merely has to sign his 



TRANSFER OF STOCK, 347 

name to the assignment and also to the power of at- 
torney. He may also fill in the blanks therein, but 
usually — especially where the stock is freely dealt in, 
or is active on the exchanges — he merely signs. The 
advantages of leaving the blanks unfilled, are that 
the certificate does not have to be surrendered, and 
a new one issued for each transfer. The stock may 
thus be sold an indefinite number of times without a 
resort to the office of the corporation, a mere delivery 
of the certificate being all that is necessary to consum- 
mate the sale. If the certificate finally reaches the 
hands of one who prefers to retain the stock as a 
permanent investment, he may fill in all the blanks, 
including the insertion of his own name as assignee, 
date of his purchase, etc., and the name of some one 
as attorney-in-fact to make the transfer. He may in- 
sert his own name as attorney-in-fact if he prefers, 
but the convenience of all parties, including the sec- 
retary of the corporation, will be served by insert- 
ing the latter's name. 

It is not necessary, however, that the name of 
any one be inserted as attorney-in-fact. If the 
certificate properly signed, be presented to the sec- 
retary, he will write in his own name as attorney-in- 
fact. It is only _necessary in such case that the sec- 
retary be satisfied of the genuinness of the signatures 
of the original owner. If he be not satisfied he may 
require proof and thus cause trouble and delay. Any, 
person to whom the certificate is offered for sale, 
may also question the genuinness of the signature. 
To avoid all this, it is best, when the first transfer is 
made, the owner acknowledge his signature be- 
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fore a notary public, and for this purpose a blank form 
for a notarial acknowledgement should follow the other 
printed matter on the back of the certificate. When 
the new certificate is issued, tjie person to whom it was 
issued should be required to sign a receipt for it on the 
line left for that purpose on the stub. 

§157. Transfers Through Stock Registrars and Trans- 
fer Agents. 

An agent designated the stock registrar or trans- 
fer agent, is provided for by some of the large cor- 
porations whose shares may be widely scattered in 
the hands of many persons and actively dealt in upon 
the stock exchanges. 

Often a trust company, in the city where the stock 
is so dealt in, is selected for that office, and given 
possession and control of all the stock books of the 
corporation to enable it to perform the duties of that 
office correctly and expeditiously. It has the advan- 
tage of preventing fraud in the issue and disposal of 
the stock, and renders an over-issue improbable, thus 
inspiring public confidence among those holdings, or 
who may be disposed to invest in the stock. The 
registrar supervises the surrender, transfer issue and 
cancellation of certificates, keeps a record of every 
transaction properly brought to his attention, and 
authenticates with his, or its signature every certificate 
issued, and thus guarantees its proper issue and re- 
cordation. 

In case the laws of the State by which the cor- 
poration was created requires its principal place of 
business to be maintained therein, and its books to be 
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there kept, the registrar, though in another State, may- 
be furnished a copy of the original stock books, and 
from day to day, transmit to the home office a state- 
ment of transactions in the stock from which the 
proper entries may be made in the original books of the 
corporation. 

§ 158. Issue of Two or More Certificates in Lieu of One 
Previously Issued. 

The by-laws usually provide for the surrender of 
a certificate and the issue of others in lieu of the same, 
the new to represent in the aggregate the number of 
shares represented by the original. Such change may 
be desired for any of a variety of reasons unnecessary 
to mention. Such new issue of two or more in lieu 
of one may be required by the exigencies of trade, 
for instance, the owner of 500 shares, represented by 
one certificate, may find a purchaser for 250 shares, 
neither party may desire that delivery and payment 
be postponed until the vendor can procure two new 
certificates in lieu of the 500 share certificate. In that 
case the vendor may so change the form of his assign- 
ment as to limit it to 250 shares. Upon presentation 
of the certificate so assigned, the secretary will make 
the proper cancellation and new issue, filling out and 
authenticating certificates representing 250 shares in 
the name of an assignee, and another for a like amount 
in the name of the assignor. The former he will de- 
liver, the latter he will retain, attached in the cer- 
tificate book, subject to the order of the assignor. 

The contrivance suggested above is not free from 
objections, and should not be adopted except in cases 
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of extreme urgency and perfect reliance upon the 
fidelity of the vendee. 

Pending his pi-esentation of the certificate to the 
secretary, the vendor would not have in his pos- 
session any evidence whatever of title to the 250 
shares remaining unsold, and if his vendee saw fit to 
do so, he might be in a position to cause much trouble, 
and even loss, by postponing presentation to the sec- 
retary. So, if possible, in the case above supposed, 
the owner should have the deal disposed of at the 
office of the secretary, both certificates being properly 
issued in lieu of the original, or he might have both 
the new certificates issued to himself and then con- 
summate the sale in the usual form. If meantime the 
other party should have withdrawn his offer, the 
only loss would be an opportunity to make the sale 
to him. 

Precaution sufficient to prevent fraudulent use of 
surrendered certificates should be taken by the 
secretary. In addition to stamping the word, "can- 
celled," upon its face, he should, with a pen, mark 
off the signatures to the certificate, and then attach it 
with mucilage or some other adhesive substance to 
the stub from which it was originally detached. 

§ 159. Stolen and Lost Certificates. 

If a certificate for stock be issued as fully paid 
which in fact is not fully paid, and then come into 
the hands of a purchaser having no notice of its hav- 
ing been fraudulently issued, he derives title to the 
stock as fully paid. But the case of a stolen cer- 
tificate, though the assignment has been executed in 
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blank stands upon a different footing. The purchaser 
thereof derives no title either as against the person 
•from whom it was stolen or against the corporation. A 
holder of a stolen certificate can claim no equitable su- 
periority to the thief who stole it, and hence acquires no 
title for any purpose. 

Provision is usually made in the by-laws for the 
issue of certificates in lieu of others that have been lost 
or destroyed by accident. 

If the certificate has been stolen from the owner, 
he is as much entitled to a new certificate as if the 
original were lost. The facts by which the loss or de- 
struction is proven should be fully disclosed, nor should 
officers assume the responsibility of issuing certifi- 
cates in place of any alleged to have been lost, destroyed 
or stolen, without express authority from the Board of 
Directors. 

§ 160. Stockholder Protected Against Transfer In- 
duced by Fraud Practiced by Others Upon the 
Corporation. 

It scarcely need be stated that a stockholder can- 
not be deprived of his shares in a corporation by any 
mere act of the latter to which he does not consent. 
Nor is he responsible for any act of the corporation 
induced by fraud practiced upon it touching or affect- 
ing his interest or relation as a stockholder, for in- 
stance, by means of a forged assignment, or power of 
attorney.' 

The relation of the corporation and its officers to 
the stockholders, with respect to transfers, are sim- 
ilar to those of a bank to its depositors. The officers 
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are the custodians of its stock books, and it is their 
duty to see that all transfers of shares are properly- 
made, either by the stockholders or persons having 
authority from them. If, upon the presentation of the 
certificate for transfer, they are at all doubtful of the 
identity of the party offering it, with its owner, or if 
not satisfied of the genuineness of a power of attor- 
ney produced, they can require the identity of the 
party in the one case, and the genuineness of the doc- 
ument in the other, to be satisfactorily established 
before allowing the transfer to be entered. In either 
case they must act upon their own responsibility. 
Neither the absence of blame on the part of the offi- 
cers of the company in allowing an authorized transfer 
of stock, nor the good faith of the purchaser of stolen 
property, will avail as an answer to the demand of the 
true owner,'' 

§ i6i. Duties of Officers Pertaining to Lost and Stolen 
Certificates. 

If, upon the presentation of a lost or stolen cer- 
tificate to the secretary, after the assignment had been 
fully made out, he should cancel it, and issue a new 
one to a bona fide purchaser from the thief, the question 
of his liability to the corporation would depend en- 
tirely upon the question of whether he had previous 
notice of the loss or theft. If he either had notice of 
all the facts, or of sufficient facts to have put him 
upon inquiry, he would be personally liable to the 
corporation to the extent of any loss sustained by any 
purchaser of the new certificate purchasing without 
notice of the facts, but if, at the time of its pres- 
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entation for transfer the secretary had such notice or 
knowledge, he should refuse to issue a new certificate 
and lay the matter before the Board of Directors, 
or the managing officer. But the mere loss of a cer- 
tificate, whether by theft or otherwise, cannot deprive 
the owner of the stock represented by it of his prop- 
erty therein. It is the duty of the Board of Directors, 
upon satisfactory showing of the loss, and upon com- 
pliance with reasonable conditions, to cause to be 
issued to him a new certificate or certificates for all 
the stock owned by him. He may, and should, be 
required to first execute and deliver to the corpora- 
tion an indemnity bond in an amount sufficient to 
secure it against any possible loss and with solvent 
sureties. 

But it should be borne in mind that neither the 
finder of lost certificates, nor any party purchasing 
from him, nor the first nor any subsequent purchaser 
of stolen certificates, acquires any right as a stock- 
holder. It is against any possible fraud of the true 
owner of the stock that security is required in such 
cases. 

The rights and remedies between a true owner 
and a purchaser of lost or stolen certificates is a ques- 
tion hardly germane to the present subject, but it 
may be incidentally remarked that it would probably 
be held negligence so gross to assign stock in blank 
and then keep it loosely and carelessly, thus permit- 
ting it to be lost or stolen, as amounting to a fraud, 
and thus render the owner liable to make good 
any loss to a bona fide purchaser from the finder 
or thief. 
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That the owner cannot be deprived of his property 
in the stock, or of his status as a stockholder in such 
cases, is apparent when it is considered that the cer- 
tificate is merely prima facie evidence of his inter- 
est and title, which is conclusively shown by the books 
of the corporation. In case the stock represented by 
the lost or stolen certificate is considerable in value 
or amount, or the proof of loss or theft not satisfactory, 
cautious directors will refuse to issue a new certifi- 
cate until compelled to do so by a decree of court. Such 
decree will protect them from liability to the corpora- 
tion. 

§ 162. Right of Transfer Cannot Be Subjected to Un- 
reasonable Restrictions. 

There can be no legal restriction upon the right 
to purchase and own, any more than upon the right to 
sell and transfer stock in a private corporation. It is 
as clear as the right to become the owner of any other 
species of property, nor is the motive of the person 
acquiring ownership a proper subject for investiga- 
tion, while the motive is not in itself unlawful.' This 
untrammelled right to dispose of stock is not lost by 
one merely by his becoming a director of the cor- 
poration. A director may, in the absence of devices 
which are positively fraudulent, act upon the knowl- 
edge acquired by him in that position in the purchase 
*nd sale of its stock without incurring any liability 
based upon his fiduciary relation to the corporation. 
If, for instance, he have exclusive knowledge that a 
call is about to be made, there is no legal objection 
to his taking advantage of such knowledge to dispose 
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of all his shares, though it disqualify him for further 
acting as director.' 

But a transfer of shares in fraud of creditors rests 
upon the same footing as other transfers of personal 
property for the same purpose. 

Such transfers are good, however, as between the 
immediate parties thereto; and when one transfers his 
stock to place it beyond the reach of creditors, courts 
will not aid him to recover it back from the trans- 
ferees, especially when it appears that his creditors 
were influenced in giving him credit by the fact of his 
ownership of it.^" 

The general principle is that while the corpora- 
tion may, in its by-laws, or established usage, reason- 
ably regulate the method of transfernng its shares, 
yet it cannot prevent such transfers, nor prescribe 
to whom the owner may sell them nor to whom not, nor 
upon what terms.^^ 

Whether a by-law unanimously adopted, forbidding 
any corporation transferring any of his shares with- 
out unanimous consent, would be valid, seems to be 
an open question. Such a by-law would not, how- 
ever, affect the title of a purchaser who purchased 
shares in the company without notice of such a by- 
law. " 

§ 163. Corporation Has No Common Law Lien, But 
May Offset Indebtedness of Stockholder 
Against Dividends. 

The mere relation of the stockholder to the cor- 
poration affords no basis for any claim of a lien.*' 
There is no common law right of lien by a private 
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corporation upon the shares issued by it as security for 
indebtedness to itself of the holders of such shares^* 
It has been sometimes claimed that a different rule 
applied as to dividends, and that the corporation could 
withhold dividends until indebtedness of the stock- 
holder was paid. 

It is true that the corporation can withhold the div- 
idends, but the right to withhold them does not rest 
upon the theory of a lien but upon the right to offset 
the dividend against an existing indebtedness.^^ 

§164. Relative Rights of Parties to Transfer With Re- 
spect to Dividends and Voting Privileges. 

It was stated above that intermediate transfers of 
the certificate before having entries made in the stock 
certificate book need not be regarded, and that delay 
in having a transfer made, while the stock is being 
actively dealt in is of no consequence. While that is 
true, as respects the validity of transfers and as af- 
fecting the right to finally have the transfer made, yet 
the question of the right to vote and to draw divi- 
dends connects itself with the main question. The law 
entitles the person whose name stands upon the books 
of the corporation to vote and draw dividends ; and if 
the right to vote the stock be considered of any value, 
or if it be dividend-paying stock, it will behoove each 
assignee to have the transfer duly entered and a new 
certificate issued to him immediately upon becoming 
entitled to have that done. 

In case of a mere transfer and assignment, the as- 
signor would still have the right to vote at a meeting 
held prior to a transfer on the books of the company. 
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If, however, the assignment were given too late to 
have the transfer made on the books for any partic- 
ular meeting, he could give the assignee a proxy, 
and in the same instrument revoke any outstanding 
proxy. 

As between vendor and vendee of shares of stock, 
it is the settled rule that the vendee is entitled to all 
the dividends on the stock which are declared after 
the sale of the stock. 

In other words, dividends belong to the person 
entitled to the stock when the dividends are de- 
clared.-*^* 

This is so as between the immediate parties to 
the transfer, though the transfer has not been recorded 
on the books of the corporation. 

A pledgee is protected in the same way, as is a 
purchaser of the stock; and consequently, dividends 
declared during the continuance of the pledge belong 
to him, though he is not registered as owner on the 
corporate books.*^ 

If not so registered, and the corporation pays the 
dividend in good faith and without notice of the trans- 
fer, to the nominal owner, as appears by its record, 
the payment would be undoubtedly a good one 

If by the charter or statute the corporation is given 
a lien against shares to secure indebtedness of stock- 
holders to it, a pledgee who neglects to notify the 
corporation that he holds the stock in pledge, or to 
take the proper steps to secure title to the stock in his 
own name, will not be protected against the lien of 
the corporation upon the stock, to secure the pay- 
ment of an indebtedness contracted to the company 
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by the pledgor in the meantime, and subsequently to the 
pledgee of the shares. " 

And the same rule would apply when, instead of be- 
ing a mere pledge, there was an outright sale. 

§ 165. Transfer With a Reservation of Dividends. 

It is sometimes desirable to sell or donate stock, 
but to reserve to the vendor or donor the dividends 
for a fixed period, or during life. Such transactions 
are valid and enforceable. ^' 

The following is a proper form for such transfer, to 
be endorsed upon the stock certificate : 

Form 135. 

For value received, I hereby sell, assign and transfer to 
John Roberts the shares of stock within mentioned, reserving 
to myself the dividends declared upon the same during my life, 
and authorize the secretary of said corporation to enter such 
transfer on the books of said corporation. 

Dated Jan. 2, 1904. WILLIAM ROBERTS. 



1 See Ashton v. Zella Min. Co., 134 Cal. 408, and cases 
there cited. 

2 EUis v. Proprs. Essex, etc., Bridge, 19 Mass. 243; Rob- 
inson V. Nat. Bank, 95 N. Y. 637. 642; Hill v. Atoka Coal and 
Min. Co., 21 S. W. Rep. 508; Spreckles v. Nevada Bank, 113 
Cal. 272, 276. 

3 Northrop v. Newton, etc., Tp. Co., 3 Conn. 544. 

* Commercial Bank v. Kortright, 22 Wend. (N. Y.) 348. 

6 Baltimore, etc., Ry. Co. v. Sewell, 35 Md. 338; Scripture 
v. Francestown Soapstone Co., 50 N. H. 571; Arnold v. Suf- 
folk Bank, 27 Bash. (N. Y.) 424; Bank of America v. McNeil, 
10 Bush (Ky.) 54; Sargent v. Franklin Ins. Co., 8 Pick. (Mass.) 
90; Helm v. Swiggctt, 12 Ind. 194; Merchants' Nat. Bank v. 
Richards, 6 Mo. App. 461; German Union Building Assn. v. 
Sendmeyer, 50 Pa. St. 67; Protection Life Ins. Co. v. Osgood, 
93 111. 69. 

6 Telegraph Co. v. Davenport, 97 U. S. 369; Pratt v. Taun- 
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ton Copper Mfg. Co., 123 Mass. 110; Pollock v. National Bank, 

7 N. Y. 274; Hambleton v. Central Osio, etc., R. R. Co., 44 
Md. 551. , 

1 Brown v. Howard Fire Ins. Co., 42 Md. 384; Central 
R. R., etc., Co. V. Ward, 37 Ga. 515; Telegraph Co. v. Daven- 
port, 97 U S. 369, citing cases. 

* Carson v. Iowa City Gas Light Co., 80 la. 638. 

» Re Cawley, 42 Ch. Div. 209. 

lo Hirsch v. Norton, 115 Ind. 341. 

" Chateau Spring Co. v. Harris, 20 Mo. 383; Farmers' 
etc.. Bank v. Wasson, 48 la. 336; Sargent v. Franklin Ins. Co., 

8 Pick. (Mass.) 90; Quiver v. Marblehead Ins. Co., 10 Mass. 
476; United States v. Vaughn, 3 Binn. 394. 

12 See Farmers', etc., Bank v. Wasson, 48 la. 336. 

1' Massachusetts Iron Co. v. Hooper, 7 Cush. Mass.) 183; 
Farmers' Bank v. Wasson, 48 la. 336. 

1* Gemraell v^ Davis, 75 Md. 546; Farmers', etc., Bank v. 
Wasson, 48 la. 366; Massachusetts Iron Co. v. Hooper, 7 Cush. 
(Mass.) 183; Bank v. Finson, 58 Miss. 421; Heart v. State 
Bank, 2 Dev. Eq. N. C.) Ill; Dana v. Brown, 1 J. J. Marsh 
(Ky.) 304; Merchants' Bank v. Shouse, 102 Pa. St. 488; Will- 
iams v. Lowe, 4 Neb. 382. 

IB Gemraell v. Davis, 75 Md. 546. 

IS Abercrombie v. Riddle, 3 MU. Ch. 320; Gemmell v. 
Davis, 75 Md. 546. 

i' Hill V. Newichawanick, 8 Hun. 459; S. C. 71 N. Y. 593. 

18 Gemmell v. Davis, 75 Md. 546. 

l» Calkins v. Equitable Building, etc., Assn., 126 Cal. 531. 



CHAPTER XVIII. 
Amendment of Articles of Incorporation. 

166. Statutes Allowing Amendment. 

167. Procedure for Increase of Number of Directors. 

§ 1 66. Statutes Allowing Amendment. 

Under the corporation laws of most of the States, 
there are two methods for the accomplishment of the 
object sought by amending the articles: 

I. By passing the necessary resolutions and filing 
certified copies thereof with the articles; or 2. Ex- 
ecuting amended articles of incorporation and filing 
these with the same officers. The forms following this 
are self-explanatory. Nothing need be said here as 
to amended articles. They are in exactly the same 
form as original articles, are executed similarly, and 
governed by the same laws as to their construction, 
force and effect. 

§ 167. Procedure for Increase of Number of Directors. 

Form 136. 

r....... 

Certificate as to Increase of Directors 

of the 
NEW ERA PRINTING COMPANY. 
We, the undersigned, James Willard, President, and J. F. 
Weston, Secretary of the New Era Printing Company, a cor- 
poration, do hereby certify that on the 25th day of January, 
1904, at three o'clock P. M., a meeting of the Stockholders of 
said corporation was duly held at the office and principal place 

360. 
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of business of said corporation in the City of , 

State of , pursuant to due and regular notice to 

each of said stockholders. 

That at said meeting all of the capital stock of said cor- 
poration was represented by stockholders in person owning 
same. 

That said Stockholders' Meeting was called for the purpose 
of voting upon the question of increasing the number of the 
members of the Board of Directors of said corporation. 

That at said meeting the following resolutions were passed 
by unanimous vote of the Stockholders of said corporation: 

"RESOLVED, That the number of the Directors consti- 
tuting the Board of Directors of this company be and the 
same is hereby increased from five (5) Directors to seven (7) 
Directors. 

"RESOLVED, That the President and Secretary of this 
company be and they are hereby authorized to execute and file 

with the County Clerk of the County of , and 

with the Secretary of State, the proper Certificate showing the 
increase in the number of the Board of Directors of this com- 
pany." 

That said proceedings were had and taken under Section 

of the Civil Code (or under an act entitled, etc.) of the 

State of 

That thereby the number of directors constituting the 
Board of Directors of said corporation was increased from 
five (5) Directors to seven (7) Directors. 

That said New Era Printing Company, a corporation, was 
duly incorporated on the 15th day of December, 1903, by filing 
its Articles of Incorporation with the County Clerk of the 

County of , State of , and on 

that day, and thereafter, filing a certified copy thereof with the 
Secretary of State of the State of 

That under said Articles of Incorporation the office and 
principal place of business of said corporation is in the City 
of and County of , State 

of 

IN WITNESS WHEREOF, we have hereto set our hands 
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as President and Secretary of said New Era Printing Company, 
and hereto affixed the corporate seal of said Company this first 
day of May, Nineteen Hundred and Four. 

J. F. WESTON, JAMES WILLARD, 

Secretary. President. 

(Corporate Seal.) 



Form 137. 

Certified Resolution of Board of Directors upon Proposi- 
tion to Amend. 

Be it remembered, That at a regular meeting of the Board 
of Directors of the New Era Printing Company, held on the 

15th day of January, 1904, at the office of the Company, 

Street, City of , County of 

, the full Board being present, the following 

resolution was introduced, and on motion made and seconded 
was unanimously adopted as follows: 

"WHEREAS, It is the wish of the Stockholders of this 
corporation unanimously so expressed at a meeting of the 
Stockholders thereof, had on the 15th day of January, 1904, at 
its office aforesaid, when and where more than two-thirds of 
the stock was represented and voted that, the Articles of In- 
corporation be amended so as to provide for seven Directors, 
in lieu and stead of five, as recited in the original Articles of 
Incorporation. 

"Therefore, be k resolved, that the President and Secre- 
tary of this corporation be and they are hereby authorized, 
empowered and directed, to do all things necessary and proper 
to amend the Articles of Incorporation of this Company to 
the end that its Board of Directors shall thereafter consist 
of seven' members." 

. Resolvfed, that the following shall be added to and here- 
after constitute a. part of paragraph numbered "Fifth": 

"That hereafter the number of Directors or Trustees of 
this Corporation shall be seven instead of five, and the names 
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and residences of the two additional Directors, in addition to 
the five originally provided for in the original Articles of In- 
corporation, and who are appointed to serve for the unex- 
pired portion of the current corporate year are as follows, 
to wit: 

Names. Whose Residence is at 

ROBT. AINSLIE, Georgetown, D. C. 

JOHN WARDLAW, .Washington, D. C. 

State of ) 

County of \ ^^• 



This is to certify that the foregoing is a true and correct 
copy of the resolution passed by the Board of Directors of 
the New Era Printing Company on the 15th day of January, 
1904, that the undersigned James Willard is President and J. 
F. Weston is Secretary of the said corporation; and we do 
hereby certify as aforesaid. 

JAMES WILLARD, 
J. F. WESTON, President, 

Secretary. 
(Seal.) 

We, the undersigned stockholders of the New Era Print- 
ing Company, who have subscribed for and own more than 
two-thirds of the subscribed capital stock thereof, hereby and 
by these presents do assent to, confirm and ratify, the amend- 
ments of the articles of incorporation made by its Board of 
Directors on the 15th day of January, 1904, 

Names: E. P. Jones, M. L. Bennett, Asa Roberts, James 
Willard, J. R. Woodlaw, John Goode, A. J. Knox. 

State of 1 

County of ) 

This is to certify that the above and foregoing assent of 
stockholders was by them duly made, signed and filed in the 
office of the Company on this 25th day of March, 1904, and 
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the said parties are the subscribers, owners and holders of 
more than two-thirds of the subscribed capital stock of the 
said corporation; that the same has been spread upon the rec- 
ords of this corporation and now e«astitute a part thereof. 

J. F. WESTON, 
Secretary. 



CHAPTER XIX. 

Creating:, Increasing and Diminishing Bonded 
Indebtedness. 

168. Proceedings Practically the Same in All the States. 

169. Certificate Setting Forth Proceedings to Be Filed with 

the County Officer Having Custody of the Articles 
of Incorporation. 

§ i68. Proceedings Practically the Same in All the 
States. 

The procedure to create a bonded indebtedness in 
the case of a single corporation, where there are no 
properties, franchises, capital stock, or indebtedness 
of other corporations involved, is practically the same 
as where several corporations have been consolidated. 
In the latter case the constituent corporations mayhave 
outstanding bonds, and the agreement to consolidate 
may and usually does provide for the surrender of these 
and the issue of those of the new corporation for them. 
In addition, it may be desired to obtain, by an issue 
of bonds, additional capital with which to improve 
the properties thus acquired and extend the operations 
of the new corporation. 

The form here given will be found easily adapted 
to any circumstances. It was used for both creating 
and increasing bonded indebtedness. 

The proceedings are initiated by the Board of Di- 
rectors at a regular meeting of the Board, or at a 
meeting specially called for that purpose. A resolution 
is adopted which may be as follows : 

365- 
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Form 138. 

RESOLUTION OF BOARD OF DIRECTORS. 

Whereas, the Directors of the Market Street Railway Com- 
pany deem it expedient to create a new Bonded indebtedness 
to the amount of Seventeen Million Five Hundred Thousand 
Dollars ($17,500,000.00) in Gold Coin of the United States (a 
portion of which is to be used in retiring existing bonded in- 
debtedness) and thereby to increase the present bonded in- 
debtedness of the Company up to the amount in the aggregate 
of Seventeen Million Five Hundred Thousand Dollars ($17,- 
oOO,000.00) in Gold Coin of the United States for the purpose 
of constructing and completing its railroads and paying oflf 
. and discharging the debts incurred in the construction and 
completion thereof, with their equipments and for the pur- 
chase of railroads and other property within the purposes of 
the corporation, such new bonded indebtedness to be secured 
by mortgage upon the railroads and railroad lines, and certain 
properties of the said railway company to be prescribed in 
said mortgage; and 

Whereas, this meeting has been regularly called for the 
purpose of considering the following resolutions and orders: 

Resolved, That a meeting of Stockholders of said Com- 
pany be and the same is hereby called to be held on the 15th 
day of May, 1904, at 10 o'clock A. M., at the office of said 

Company in Room No , in Building, at 

No street, in the City of 

State of (the same being the principal place 

of business of said corporation and where the Board of Di- 
rectors usually meets), for the purpose of considering and 
acting upon the proposition to create a bonded indebtedness 
of said railway company to the amount of Seventeen Million 
Five Hundred Thousand Dollars ($17,500,000.00) in Gold Coin 
of the United States (a portion of which is to be used in retiring 
existing bond'efd indebteidness) and thereby to increase its 
bonded indebtedness up to the amount in the aggregate of Sev- 
enteen Million Five Hundred Thousand ($17,500,000.00) Dol- 
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lars in Gold Coin of the United States and to secure the same 
by mortgage upon the railroads and railroad lines and certain 
properties of the Company, to be prescribed in said mortgage. 

Resolved, that the Secretary of this Company be and he 
is hereby directed to cause to be published at least once a 

week for at least sixty days, beginning on the day of 

instant, in the " ," a newspaper 

published in the City of (the City where the 

principal place of business of such corporation is located), a 
notice to the stockholders of said Company specifying the 
object of the meeting and the time and place of holding the 
meeting and stating the amount of the bonded indebtedness 
which it is proposed to create, and the amount which it is pro- 
posed to increase its present bonded indebtedness, such notice 
to be in substantially the following form: 

Notice is hereby given that, in pursuance of a resolution 
and order of the Board of Directors of the Market Street 
Railway Company, unanimously adopted at a meeting of said 
Board, duly held at the office of the Company in the City of 

, State of , on the 

day of , 19. . . ., (all the members of said Board 

being present) a special general meeting of the Stockholders 
of said Market Street Railway Company will be held at the 

office of the Company in Room No , in 

Building, at No Street, in the City of 

(the same being the principal place of busi- 
ness of the said corporation and being the building where the 
Board of Directors of said Corporation usually meet), on the 
15th day of May, 1904, at the hour of 10 o'clock A. M., for 
the purpose o'f considering and acting upon the proposition to 
create a bonded indebtedness of said corporation to the amount 
in the aggregate of Seventeen Million Five Hundred Thou- 
sand ($17,500,000.00) DoUans in Gold Coin of the United 
States (a portion of which is to be used in retiring existing 
bonded indebtedness), and to increase the bonded indebtedness 
o: the corporation up to the amount in the aggregate of Sev- 
enteen Million Five Hundred Thousand ($17,500,000.00) Dol- 
lars in Gold Coin of the United States, and to secure the 
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Bonded indebtedness so proposed to be created, by a mort- 
gage upon the railroads and railroad lines of said Company 
and certain properties belonging to the Company to be pre- 
scribed in the mortgage. 

Dated the day of , 19 

By the order of the Board of Directors, 

J. F. MOULTON, 

Secretary of the 
Market Street Railroad Company. 
(Corporate Seal.) 

Resolved, further, that in addition to such notice by pub- 
lication, the Secretary of this Corporation do also address a 
like notice to each of the Stockholders of said Company whose 
names appear on the Company's books and sufficiently ad- 
dressed at his place of residence, if known, and if not known, 
then at the principal place of business of the corporation which 
notice shall be mailed to such stockholders at least thirty 
days before the day appointed for such meeting. 

§ i6g. Certificate Setting Forth Proceedings to Be 
Filed with the County Officer Having Cus- 
tody of the Articles of Incorporation. 

Form 139. 



CERTIFICATE OF PROCEEDINGS AT STOCK- 
HOLDERS' MEETING AUTHORIZING THE CREA- 
TION OF A BONDED INDEBTEDNESS OF THE 
MARKET STREET RAILWAY COMPANY. 

We, the undersigned, John D. Wasson, one of the Di- 
rectors of The San Francisco and San Joaquin Valley Railway 
Company, and Chairman of the meeting of Stockholders of 
said Company held on the 15th day of May, A. D. 1904, at 
ten o'clock in the forenoon of said day, at the principal place 
of business of said Company, in the building where the Board 
of Directors of said Company usually meets, viz., at the office 
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of said Company, Number Street in the 

County of , in pursuance of the notice herein- 
after set forth, and Abner Moxey, the Secret.ary of said Com- 
pany arid the Secretary of said meeting, and William Ross, A. 
L. Smith, John Russ, John D. Wesson, George Utley, Charles 
F. Hutton, Louis Jackson and Thomas Magnus, constituting 
a majority of the Directors of said Company, do hereby cer- 
tify and declare as follows, viz.: 

That at a regular meeting of the Board of Directors of 
the Market Street Railway Company, held at the ofKce of said 

Company at Number Street, in the 

County of on the 5th day of March, 1904, the 

following resolution was duly passed and adopted and entered 
upon the minutes of said Corporation, to wit: 

"Whereas, it is the sense of the Directors of this Corpora- 
tion that it should issue its Bonds to be secured by a mort- 
gage or trust deed upon its railroad land, franchises, and all 
other property acquired, or to be acquired within the State of 

, for the sum of Seventeen Million and- Five 

Hundred Thousand Dollars $17,500,000.00) for the purpose of 
raising money to complete the construction and equipment of 
the railroads of this Corporation within the County of 



"NOW, THEREFORE, BE IT RESOLVED, . that a 
meeting of the Stockholders of this Corporation be called for 
the purpose of creating a bonded indebtedness as hereinbefore 
specified, and that such meeting be held at the principal place 
of business of the Corporation, which is the building where 

the Board of Directors usually meets, namely: at No 

Market Street, in the City of , 

in the County of , , State of , 

at ten o'clock of the forenoon, on the 15th day of May, 1904; 
and the Secretary is hereby directed to give notice of said 
meeting to the Stockholders of this Corporation by publica- 
tion in a newspaper, namely: The " ," published 

in the City of , County of 

State of at least once a week, for each week, 

until the 15th day of May, 1904, and in addition thereto, said 
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Secretary shall mail a notice to each of the Stockholders whose 
name appears on the books of said Corporation, sufficiently 
addressed to his place of residence, if known, and if not known, 
then at the principal place- of business of said Corporation, and 
that each and all of said notices shall be mailed to such Stock- 
holders at least thirty days before the day hereinbefore ap- 
pointed for such meeting." 

And that, in pursuance of said resolution a notice of which 
the following is a copy, to wit: 

"NOTICE IS HEREBY GIVEN by Order of the Board 
of Directors of the Market Street Railway Company, that a 
meeting of the Stockholders of said Company has been called 
by said Board, to be held on the 15th day of May, 1904, at ten 
o'clock in the forenoon, at the principal place of business of 
said Company, at the building where the said Board of Di- 
rectors usually meets, namely: at the office of said Company, 

Number Street, in the City of , 

County of , in the State of ; that 

the object of said meeting is to consider and act upon the prop- 
osition that said Company create a bonded indebtedness of 
Seventeen Million, Five Hundred Thousand Dollars ($17,500,- 
000) in Gold Coin of the United States, for the purpose of 
raising money to complete the construction and equipment of 
the railroads of this Corporation within the City of 
and to purchase and pay for any other prop- 
erty within the purposes of said Company, and to secure the 
bonded indebtedness, so prepared to be created, by a mortgage 
or trust deed upon the railroad and railroad lines and other 
property of said Company now owned or hereafter to be ac- 
quired by said Company. 

"By Order of the Board of Directors of The Market 
Street Railway Company. 

"ABNER MOXEY, 
(Corporate Seal.) , "Secretary, 

"The Market Street Railway Company." 
was published as specified in said resolution calling said meet- 
ing, viz., in the " " (which is a newspaper pub- 
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lished daily in the said City of County of 

' , aforesaid), at least once a week, for each 

week from the said 5th day of March, A. D. 1896, to the 15th 
day of May, A. D. 1904, in all respects as required by said reso- 
lution, and by law; and in addition to such notice by publica- 
tion the Secretary of said Company, in pursuance of said reso- 
lution, addressed a notice to each of the Stockholders of said 
Corporation (all of whose names then appeared and now ap- 
pear on the books of the Corporation), sufficiently addressed 
to their respective places of residence, all of such places of resi- 
dence being then and now known, and mailed said respective 
notices to said respective stockholders, by depositing in the 
United States Post Office at said City of , en- 
velopes containing said notices respectively each properly ad- 
dressed to said respective stockholders and each with the 
proper postage prepaid thereon, more than thirty days before 
the said 15th day of May, A. D. 1904. 

And we further certify and declare that at the time and 
place specified in said notice, to wit, on the 15th day of May, 
1904, at ten o'clock in the forenoon of said day, at the principal 
place of business of said -Company, in the building where the 
Board of Drectors of said Company usually meets, viz., at the 

office of said Company, Number Street, in 

said City of all the Stockholders of said Com- 
pany appeared in person or by proxy, and the following pro- 
ceedings were had, viz.: 

The meeting was duly called to order by Mr. John D. 
Wasson, and thereupon by the unanimous vote of all of said 
stockholders, present as aforesaid, said John D. Wasson was 
duly elected Chairman of said meeting, jind he thereupon acted 
as Chairman of said meeting; and Mr. Abner Moxey was duly 
elected as Secretary of said meeting. Whereupon the said 
Chairman stated and fully explained the object of said meeting 
as specified in said notice, and thereupon the following resolu- 
tion was duly moved by Mr. Thomas Magnus, and duly sec- 
onded by Mr. Louis Jackson. 

"RESOLVED, That a bonded indebtedness of The Mar- 
ket Street Railway Co^ipany, to the amount of Seventeen 
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Million and Five Hundred Thousand Dollars, Gold Coin of 
the United States of the present standard of weight and fineness, 
be created for the purpose of constructing, acquiring, completing 
and equipping its railroad and railroad lines, and all else rela- 
tive thereto, and of paying and discharging all debts and con- 
tracts incurred in or about such construction, completion, ac- 
quisition and equipment, and all else relative thereto, and for 
the purchase of property within the purposes of said corpora- 
tion; and that such bonded indebtedness be represented by 
Seventeen Thousand Five Hundred bonds of said Company 
in the sum or denomination of One Thousand Dollars each, 
negotiable in form, payable on the first day of September, A. D. 
1934; or, if default be made in the payment of any installment 
of interest on any of said bonds when the same shall be pay- 
able and payment thereof shall be demanded in writing, and 
such installment of interest shall remain unpaid for six months 
after such demand, the whole amount of the principal of said 
bonds shall become due and payable; said bonds to bear interest 
at the rate of five per cent, per annum, payable semi-annually, 
in said gold coin, above mentioned, on the first day of Septem- 
ber and the first day of March each year, either at the office of 

said Company in the said City of , or at the 

office of its financial agency in the City of New York; and 

"RESOLVED FURTHER, That such bonded indebted- 
ness be secured by a deed of trust of the railroad and railroad 
lines of said Company, and all the franchises and rights of 
every kind and nature whatsoever which said Company now 
has, and which it may hereafter acquire; which deed of trust 
shall be to such trustee or trustees and with such provisions, 
and upon such terms and conditions, and under such regula- 
tions and restrictions, as the Board of Directors of the Com- 
pany shall deem proper; and 

"RESOLVED FURTHER, That the Board of Directors 
of the Company be and it is hereby authorized, empowered and 
directed to take any and all steps that it shall deem necessary 
or proper in or about the execution and delivery of said deed 
of trust.'' 

And after discussion the said motion, so moved and sec- 
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onded as aforesaid, was duly put and was duly carried, and 
said resolution was duly passed and adopted by said meeting 
by the following vote: 

VOTE UPON SAID RESOLUTION: 

The following persons, viz., William Ross, A. L. Smith, 
John Russ, John D. Wasson, George Utley, Charles F> Hutton, 
Louis Jackson and Thomas Magnus, who were all present in 
person at said meeting and who then and there were, and for 
more than ten days next prior to said meeting had been bona Me 
joint owners in the aggregate of fifty-three thousand and seven 
hundred (53,700) shares of the capital stock of said Railway 
Company, and in whose joint names all of said fifty-three 
thousand and seven hundred shares then and there stood upon 
the books of said Company, and had so stood upon said books 
for more than ten days next prior to said meeting voted all 
ot said shares in the affirmative and in favor of the passage and 
adoption of said resolution. 

And Abraham Weiss, who then and there was, and for 
more than ten days next prior to said meeting had been, a 
bona Ack owner and holder of fifty (50) shares of the capital 
stock of said Company, and in whose name all of said fifty 
shares then and there stood upon the books of the Company, 
and for more than ten days next prior to said meeting had so 
stood upon the books of said Company, and who was not pres- 
ent in person at said meeting but who was represented thereat 
by his attorney and proxy, Amos Deitz, voted all of said fifty 
shares, by and through his said attorney and proxy, Amos 
Deitz (who was present at said meeting), in the affirmative, 
and in favor of the passage and adoption of said resolution. 

Said proxy from said Abraham Weiss, to said Amos Deitz, 
was in writing, duly executed by said Weiss, and filed with the 
Secretary, and was and is in the words and figures as follows: 

"KNOW ALL MEN BY THESE PRESENTS that I, the 
undersigned, Abraham Weiss, a stockholder in The Market 
Street Railway Company, having stock in my own name upon 
the books of the Company have made, constituted and ap- 
pointed, and by these presents do make, constitute and appoint 
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Amos Deitz my true and lawful attorney and proxy (with full 
power of substitution and revocation) for me and in my name, 
and in my place, and stead, and as my proxy, to vote all shares 
of stock standing in my name upon the books of said Company 
at a meeting of stock-holders of said Company to be held in 

the City of on the 15th day of May, 1904, or 

at any adjournment thereof, and at any and all meetings what- 
soever, upon the proposition stated in the notice of such meet- 
ing, and upon any modification, chanffe or amendment thereof, 
and upon any and all propositions and questions whatsoever, 
whether stated or referred to in any notice of meeting or not, 
with all the powers I would have if personally present. 

"Hereby ratifying and confirming whatever my attorney 
shall do in the matter, 

"IN TESTIMONY WHEREOF, I have hereunto set my 
hand and seal this 10th day of May, 1904. 

"ABRAHAM WEISS. (Seal.) 

"Witness: A. R. KAMES." 

The said stock of said stockholders above mentioned so 
represented at said meeting and voted in the affirmative and in 
favor of the passage and adoption of said resolution as afore- 
said, constituted all of the subscribed capital stock of said cor- 
poration. 

No shares of stock were voted in the negative or against 
the passage or adoption of said resolution. 

Whereupon the Chairman declared that the owners and 
holders of all the subscribed capital stock of the corporation 
had voted in favor of the adoption of said resolution, and that 
the said resolution had been duly adopted by the vote of all the 
stockholders of the Company. 

All of which appears of record upon the minutes of the 
meeting of the Board of Directors and of the stockholders of 
said corporation, as recorded and preserved in its records. 

And we further certify and declare that by the proceedings 
aforesaid, a bonded indebtedness to the amount of Seventeen 
Million and Five Hundred Thousand ($17,500,000) Dollars in 
Gold Coin of the United States of the present standard of 
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weight and fineness has been created or authorized to be cre- 
ated, and that the creation of said bonded indebtedness was 
accomplished by the vote of all the subscribed capital stock of 
the Corporation. 

And we further certify and declare that all of the said 
Stockholders of said Company were present at said meeting, 
either in person or by proxy as above stated, and consented upon 
the record of said meeting and to all the proceedings and 
doings thereat, which consent was as follows: 

"We, the undersigned, being the holders of all of the sub- 
scribed capital stock of The Market Stret Railway Company, 
hereby consent to the meeting of stockholders of said Com- 
pany called for the creation of a bonded indebtedness of said 
Company in the sum of Seventeen Million, and Five Hundred 
Thousand Dollars in Gold Coin of the United States 
of the present standard of weight and fineness, and held at 

the office of the said Company, Number Street, 

in the City of , County of , on 

the 15th day of May, 1904, at ten o'clock in the forenoon of 
said day, hereby consent to said meeting' and to all the pro- 
ceedings and doings thereat. 

"ABRAHAM WEISS, by AMOS DEITZ, Atty, Proxy. 
"WILLIAM ROSS, A. L. SMITH, 

"JOHN RUSS, JOHN D. WASSON, 

"GEORGE UTLEY, THOMAS MAGNUS, 

"LOUIS JACKSON, CHARLES F. HUTTON, 

And we further certify and declare that the above signa 
tures to said consent last above set forth are the genuine 
original signatures of said stockholders as they purport to be; 
and that said consent as recorded upon the books of said Com- 
pany was and is also signed with the genuine original signature 
of all of said stockholders as above shown. 

IN WITNESS WHEREOF, we have hereunto set our 
hands and caused the corporate seal of said Corporation to be 
hereunto affixed at the City of , County of 
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, State of this 15th day of 

May, 1904. 

JOHN D. WASSON, 
Chairman of the above mentioned meeting. 
ABNER MOXEY, 
Secretary of the above mentioned meeting. 
WILLIAM ROSS, 
A. L. SMITH, 
JOHN RUSS, 
GEORGE UTLEY,' 
(Corporate Seal.) JOHN D. WASSON, 

CHARLES F. HUTTON, 
LOUIS JACKSON, 
THOMAS MAGNUS. 
Directors of The Market Street Railway Com- 
pany and constituting a majority of the Board 
of Directors of said Company. 
Endorsed : 
Filed in the office of the County Clerk of the County of 

State of , this 31st 

day of May, A. D. 1904. 

JOHN JENKINS, 

County Clerk. 
By SAM'L HOBBS, 

Deputy Clerk. 



CHAPTER XX. 
Change of Name. 

170. Two Methods Available, According to the Provisions 

of Statutes. 

171. Proceedings in Court. 

§ 170. Two Methods Available, According to the Pro- 
visions of Statute. 

Where general laws exist for the creation of cor- 
porations, these usually also provide for changing 
the names of such corporations. A resort to the courts 
is necessary for this purpose. There is nothing pecu- 
liar in the preliminary proceedings. 

To change the name of a corporation is a more 
troublesome matter, from a clerical and legal stand- 
point than the formation of a corporation. Action is 
required by the stockholders in the first instance, then 
by the directors on the proposition, and then usually 
a court proceeding has to be instituted and carried 
through to judgment. In a few States, however, a 
change of name is effected as any other amendment 
of the charter; that is to say, by merely carrying the 
proper resolutions through meetings of both the stock- 
holders and Board of Directors, and filing certified 
copies thereof with the proper county and State of- 
ficers. There is no material difference in the cor- 
porate proceedings, no matter which method is re- 
sorted to. 

The resolution by stockholders may be passed as 
any other at a regular meeting, if, upon notice speci- 

377. 
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fying an intention to present such a proposition, or'at 
a special meeting called and noticed for that particular 
purpose. 

The resolution may be as follows : 

■~ Form 140. 

RESOLUTION BY STOCKHOLDERS FOR CHANGE 
OF NAME. 

Whereas, another corporation having the same name as 
this corporation, previously incorporated under the laws of 

the State of , does business within this 

State, and in the immediate neighborhood with this Com- 
pany; and whereas the name of this corporation may be 
changed without inconvenience to it, and will relieve both cor- 
porations of considerable annoyance and inconvenience; 

Therefore, be it resolved, that the name of this cor- 
poration be changed from that of the "New Era Printing 
Company" to the "Belvidere Printing Company"; that the 
Board of Directors be and are hereby instructed to take such 
steps and institute such proceedings as shall be necessary to 
carry this resolution into effect. 

Form 141. 

RESOLUTION BY BOARD OF DIRECTORS FOR 
CHANGE OF NAME. 

Whereas, heretofore, to wit, on the 15th day of March, 
1904, the stockholders of this corporation, in meeting duly and 
regularly assembled, unanimously passed a resolution reading 
as follows: 

(Here insert as per Form 140.) 

Now, therefore, be it resolved by the Board of Directors 
of said New Era Printing Company, that the instruction em- 
bodied in said resolution be carried into effect, and that the 
President and Secretary be, and they are hereby instructed 
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to employ counsel to institute and carry through to final judg- 
ment the proper proceedings to that end. 

§ 171. Proceedings in Court. 

^'^^SForm 142, 

PETITION FOR CHANGE OF NAME. 

In the Court, within and for the 

County of State of 

In the matter of the change of name of the New Era Print- 
ing Company, a corporation. 

To the Honorable Court of the 

County of , in the State of , 

sitting within and for the County of 

Your petitioner, the New Era Printing Company, respect- 
fully represents, alleges and prays as follows: 

Alleges : — 

That it is a corporation formed on the 

day of , 190..., and originally filed its 

articles of incorporation in the office of the Clerk of the 

County of ; that the same were dulj 

recorded by him and that a certified copy thereof were, on the 

day of , 190..., 

filed with the Secretary of the said State of , 

and were by him duly recorded. 

That the present name of petitioner is the "New Era 
Printing Company." That for good and sufficient reasons 
set forth in a resolution unanimously passed and adopted by 
the stockholders of petitioner, namely, that another corpora- 
tion having the same name had been, without the knowl- 
edge of the incorporators of petitioner, previously created 

under the laws of the State of and 

is now engaged in the same business as petitioner in the same 
neighborhood of petitioner, causing great annoyance and in- 
convenience to both said corporations. 

That such change of name will not injure or incon- 
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venience, or result in any loss to petitioner or to its stock- 
holders. 

That petitioner desires to change its name to the "Bel- 
videre Printing Company." That no other corporation by 
that . name has ever been created under or by virtue of the 
laws of this State, nor is any corporation by that name created 
or formed by the laws of any other State doing business within 
this State. 

Wherefore, petitioner prays that its name be changed 
from the New Era Printing Company to the Belvidere Print- 
ing Company. NEW ERA PRINTING COMPANY, 
By E. P. Jones, M. L. Bennett, 
James Willard, Asa Roberts, 
and John Gordon. 

Constituting a majority of its 
DUBB & BUBB, Board of Directors. 

Attorneys for Petitioner. 
(Verification by one of the Directors.) 

Form 143. 

ORDER SETTING DATE FOR HEARING AND FOR 
PUBLICATION OF NOTICE. 

(Title of Court and Cause.) 

Upon reading and filing the verified petition of the New 
Era Printing Company, praying for a decree changing its 
name, it is hereby ordered that the same be set for hearing on 

the day of 1904, 

at 10 o'clock A. M., at the Court-room of this Court, in the 

Court House of the County of , 

in the City (or town) of ; 

and that the Clerk give notice by publication, as required 
by law. 

Dated day of , 1904. 

Judge of said Court. 
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The published notice is simply the publication in a 
, newspaper of a copy of the petition, with the endorse- 
ment of filing the same, immediately followed in the 
same notice, of a copy of the Court's order setting the 
matter for hearing and directing publication. As to 
the period of publication, the statutes must be con- 
suited, as they vary in the different States. 

Form 144. 

'decree granting change of name. 

(Title of Court and Cause.) 

The above entitled proceeding coming on regularly to 

beheard onthe day of , 

190...., evidence was introduced on behalf of said petitioner 
in. support of its application for a change of name 
a hearing was duly and regularly had. No one appearing 
in opposition and there being no objection to such change 
of name, the matter was submitted to the Court for its' de- 
cision. 

And the Court being fully advised in the premises, finds 
as follows: 

First — That each aad every averment in the petition filed 
herein is true; 

Second— That good reason has been shown to this Court 
for the change of petitioner's name to the* Belvidere Print- 
ing Company; 

Third — That a copy of said petition, and of the prelim- 
inry order of the Court theron was duly and properly pub- 
lished as required by law, and notice likewise given to all 
interested parties of the time and place of hearing said pe- 
tition; 

Fourth — That the Court has jurisdiction of the subject mat- 
ter of said application, and is authorized and empowered to hear 
and grant the same; 

Wherefore, it is ordered, adjudged and decreed that the 
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said application of the New Era Printing Company, a cor- 
poration, be, and the same is granted, and that its 
name be, and the same is hereby changed to Belvidere Print- 
ing Company. 

Dated day of , 190 

Judge of said Court. 



CHAPTER XXI. 
Consolidation of Corporations. 

172. Of the Principles Involved in and Results Attained by 

Consolidation. 

173. Of the Proceedings to Consolidate. 

174. Rights of Creditors upon Consolidation Further Cott 

sidered. 

§172. Of the Principles Involved in, and Results At- 
tained By, Consolidation. 

The new corporation formed by a consolidation of 
two or more subsisting corporations may claim ex- 
istence and may exist for the full period allowed to 
corporations generally by the statutes of the State 
where the consolidation is effected. Its term of ex- 
istence is not curtailed by the fact that any constit- 
uent corporation was created for a shorter period, or 
that part of its original term of existence had ex- 
pired. ^ 

The authorities to the effect that upon a consoli- 
dation the resulting entity is a new corporation 
are numerous, emanating from the courts of many 
States. 

In a certain sense, the consolidation of two or more 
corporations works a dissolution of both. It transfers 
their existence into that of the new corporation and 
suspends all their rights and powers as distinct en- 
tities. 

But the fiction of continuing corporate existence 
preserves the rights of creditors who have commenced 

383- 
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actions at law, at least to the extent that such ac- 
tions do not" abate, though it may be necessary, in 
order to bind the property of the corporation forme J 
by the consolidation to substitute it as a party defend- 
ant. * 

Nor can a consolidation be given the eifect to 
deprive creditors of their recourse against the orig- 
inal corporation debtor. The new corporation receives 
its property charged with a trust which courts will en- 
force upon equitable principles. ' 

In a majority of the States are found statutes au-. 
thorizing the consolidation of two or more railroad 
corporations, and, in a few, the power to consolidate is 
conferred upon certain other classes of corporations. 
The method, as well as the rights and powers of the 
new corporation thus created are defined by the same 
statutes in more or less detail. The procedure thus 
prescribed must be strictly pursued, as well to the 
end that the new corporate organization be free from 
defects as that creditors and stockholders of the orig- 
inal corporations may be bound by it. 

Without exception, the consent of a proportion of 
the stockholders of each consolidating corporation 
must be previously obtained, usually two-thirds, but 
in some States, three-fourths ; in others the consent of a 
bare majority suffices. 

The directors may, preliminarily to calling upon 
the stockholders to act, carry on the negotiations, 
formulate all the plans and agree upon all the terms 
of the consolidation. It would usually be imprac- 
ticable for the stockholders to do this. Their rights 
are fully protected if the scheme of consolidation be 
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laid before them at a meeting, or in writing, in all its 
details, and they be thus given an oppuortunity to un- 
derstand just what is proposed. 

Under statutory authority for two or more rail- 
road companies, two or more turnpike companies, two 
or more mining companies, etc., to consolidate, there 
can be no consolidation of those belonging to differ- 
ent classes. 

But the procedure is almost or quite the same, 
no mater what class includes the consolidating com- 
panies; and the procedure and forms for the consol- 
idation of railroad companies which follows are easily 
adaptable, whatever the class which it is desired to con- 
solidate. 

§ 173. Of the Proceedings to Consolidate. 

We will suppose that the Directors of the Market 
Street Railway Company have negotiated with the 
Directors of the Chestnut Street Railway Company 
and the High Street Railway Company, all incorpor- 
ated under general laws of the same State, and the 
three Boards have come to an oral agreement to con- 
solidate the three corporations, and upon all the terms 
of the consolidation, and there is an understanding 
between the Boards with the requisite proportion of 
stockholders of each corporation. The next step is 
to place the whole matter in proper and legal form and 
to consummate the new corporate creation to result 
from the consolidation. 

With the above explanation, the following forms will 
be understood : 
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Form 145. 

RESOLUTION OF CONSOLIDATION TO BE PASSED 
BY EACH BOARD OF DIRECTORS. 

Whereas, the Market Street Railway Company, the Chest- 
nut Railway Company, and the High Street Railway Com- 
pany desire, and have proposed, to consolidate and amal- 
gamate their respective capital stocks, debts, properties, as- 
sets and franchises of each other, and of this company. 

And Whereas, it is the sense of this Board that such 
consolidation and amalgamation will be mutually advan- 
tageous. 

And Whereas, the respective Boards of Directors of said 
corporations have proposed such consolidation and amalga- 
mation of their capital stocks, debts, properties, assets and 
franchises, with each other and with this company, upon the 
terms following, to wit: 

First. That the said consolidation and amalgamation shall 
be made at once and that the name and style of said consolida- 
tion and amalgamated corporation shall be the "Market Street 
Railway Company;" that it shall continue in existence for a 
period of fifty years from the date of the articles of consolida- 
tion, amalgamation and incorporation. 

Second. That the several capital stocks, debts, proper- 
ties, assets and franchises held, owned or possessed by each 
of said corporations shall be vested in said consolidated and 
amalgamated corporation, the M'arket Street Railway Com- 
pany, as fully as the same are now severally held and en- 
joyed by them respectively, subject, however, to all the con- 
ditions, stipulations, contracts, liens, claims and charges 
thereon, and to all debts and obligations of said respective 
corporations and said consolidated and amalgamated corpora- 
tions shall fully complete, carry out and perform all vahd 
conditions, stipulations and contracts heretofore made by, and 
shall pay and discharge all hens, claims and charges here- 
tofore created or suffered by, any of said corporations on 
their respective properties, and shall pay and discharge all 
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valid debts and obligations of every kind, character and descrip- 
tion heretofore incurred or assumed by or now existing against 
any of said corporations. 

Third. That the objects, the purposes, the capital stock, 
the Board of Directors, and the principal place of business 
shall be as expressed in the articles of consolidation, amalgama- 
tion and incorporation hereinafter set forth. 

Fourth. That the several stockholders of each of said 
corporations shall have issued to them such a number of 
shares of the consolidated corporation out of the shares 
thereof hereinafter allotted to the stockholciers of their 
respective corporations, and shall bear the same pro- 
portion to the total number of shares so allotted, as the num- 
ber of shares held by such stockholders. in their respective cor- 
porations shall bear to the whole issued and outstanding cap- 
ital stock thereof. 

Fifth. That the entre capital stock of the consolidated 
corporation, consisting of fifteen thousand shares, the same 
being the aggregate number of shares held by the stock- 
holders of said three corporations shall be distributed as foU 
lows : 

Shares. 
To the shareholders of the said Market Street Rail- 
way Company 6,000 

To the stockholders of each of the other two consoli- 
dating companies 4,500 

And whereas, the holders of more than three-fourths in 
value of all the capital stock of this and each of the aforesaid 
corporations have given written consent to such consolidation 
and amalgamation. 

Now, therefore, be it resolved that the propositions herein- 
before recited be, and they are hereby accepted, and it is agreed 
that this company consolidate and amalgamate with the said 
(naming the other two companies). 

Resolved, Further, That the President and Secretary of 
this Company be, and they are hereby authorized, empowered 
and directed to execute on behalf of this Company and under 
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its corporate seal, articles of consolidation, amalgamation and 
incorporation, in words and figures following, to wit: 

(Here insert the proposed articles of consolidation and 
incorporation, the same being Form 146.) 

Articles of consolidation and incorporation are, 
in some respects, very similar to ordinary articles 
of incorporation ; in others, very dissimilar, and may be 
as follows : 

Form 146. 

Articles of Consolidation and Incorporation 
of the 
MARKET STREET RAILWAY COMPANY, 

CHESTNUT STREET RAILWAY COMPANY, 
and 
HIGH STREET RAILWAY COMPANY. 

Articles made and executed on the 1st day of May, 1904, 
by and between the Market Street Railway Company, party of 
the first part, the Chestnut Street Railway Company, party of 
the second part, and the High Street Railway Company, party 
of the third part; all of said parties being railroad corpora- 
tions duly organized and existing under the laws of the State 
of , and having their respective prin- 
cipal places of business in the City of 

in said State. 

Witnesseth, that Whereas, The said party of the first part, 
the Market Street Railway Company, is the owner of certain 
street railways in the streets of, and within, the corporate limits 
of the aforesaid City and State, more particularly described 
as follows: Commencing, etc., (here specify particularly the 
point of commencement, route and termini of each and every 
line owned and operated). The total length of said railways 

being, as estimated, miles; and also of 

all rights, franchises and privileges granted in respect of, 
and in connection with, said railways. And the said party of 
the first part, the Market Street Railway Company, is also 
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the owner of certain rights, franchises and privileges for the 
construction, maintainance and operation of street railways 
in the streets and within the corporate limits of said City 
more particularly described as follows, to wit: Commencing, 
etc., (here insert a particular description of point of com- 
mencement, route and termini of franchises granted, but not 
built upon or improved). 

And Whereas, said party of the second part, the Chest- 
nut Street Railway Company is the owner, etc., (here describe 
its properties in the same form as of the Market Street Rail- 
way Company. Follow it with a like paragraph as this as to 
the High Street Railway Company, the party of the third 
part) : 

And Whereas, Said parties, and all of them, now are, and 
ever since their organization and incorparation have been, 
railroad corporations duly and lawfully organized and ex- 
isting as such, under the laws of the State of 

relating to the formation and existence of railroad cor- 
porations. 

And Whereas, The said respective parties believe that a 
consolidation and amalgamation of their capital stocks, their 
debts, properties, assets and franchises, will be mutually ad- 
vantageous. 

And Whereas, The respective Boards of Directors of said 
corporations parties hereto, have agreed upon the consolida- 
tion and amalgamation of said corporations, their capital stocks, 
debts, properties, assets and franchises in the following man- 
ner, to wit : 

First. That the said consolidation and amalgamation shall 
be made at once, and that the name and style of the consolidated 
and amalgamated corporation shall be "Market Street Railway 
Company." That it shall continue in existence for a period of 
fifty years from the date of these articles. 

Second. Tliat the several capital stocks, debts, properties, 
assets and franchises held, owned or possessed by each of 
said corporations shall be vested in said consolidated and 
amalgamated corporation, the Market Street Railway Com- 
pany, as fully as the same are now severally held and en- 
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joyed by them respectively, subject, however, to all the con- 
c.iiions, stipulations, contracts, liens, claims and charges 
thereon, and to all debts and obligations of said respective 
corporation; and said consolidated and amalgamated corpora- 
tion shall fully complete, carry out, and perform all valid con- 
ditions, stipulations and contracts heretofore made by and 
shall pay and discharge all liens, claims and charges here- 
tofore created or suffered by any of said corporations on 
their respective properties and shall pay and discharge all 
valid debts and obligations of every kind, character and de- 
scription incurred or assumed by or now existing against any 
of said corporations. 

Third. That the objects, the purposes, the capital stock, 
the Board of Directors, and the principal place of 
business shall be as expressed in the articles of con- 
solidation, amalgamation and incorporation hereinafter set 
forth. 

Fourth. That the stockholders of each of said corpora- 
tions, parties hereto, shall have issued to them the number of 
shares of the capital stock of the consolidated and amalgamated 
corporation which the Board of Directors of the corporations, 
parties hereto, have allotted to such stockholders respectively, 
upon the surrender of the certificates of stock held by said 
stockholders in said corporations respectively. 

And Whereas, the holders of more than three-fourths in 
value of all the capital stock of, and issued by, each of said 
respective Boards of Directors, and for the purposes expressed 
in the Articles of Consolidation, Amalgamation and Incorpora- 
tion following: 

Now, therefore, know all men by these presents, that the 
parties hereto, in pursuance of the laws of the State of 

, in such cases made and provided, do hereby 

consolidate and amalgamate their capital stocks, debts, prop- 
erties, assets and franchises for the uses and purposes afore- 
said, and do hereby vest the same in the said consolidated and 
amalgamated corporation, the Market Street Railway Com- 
pany, and in pursuance of said consolidation and amalgamation, 
and in order to more fully carry the same into force and effect, 
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do hereby adopt the following articles of Consolidation, Amal- 
gamation and Incorporation. 

I. 

The name of said consolidated and amalgamated corpora- 
tion shall be Market Street Railway Company. 

II. 

The objects nd purposes of said consolidated and amalga- 
mated corporation are as follows, to wit: 

(Then follow the purposes as in original articles by which 
a street railway corporation is formed with respective routes, 
covering the entire ground separately covered by all the three 
companies prior to consolidation.) 

The total length of railroads, as estimated, is 

miles (giving the aggregate mileage of the three companies) 
or thereabouts. Also along and upon other parts of the same 
or any other streets, alleys, highways, roads, or lands of said 
City. 

(The third, fourth, fifth and sixth paragraphs are the same 
as in the articles of other incorporations.) 

VII. 

The amount of capital stock which was actually subscribed 
in each of said corporations, parties hereto, at the time of their 
formation, and the names of the persons by whom the same 
were subscribed, and the number of shares subscribed by and 
then held by each, was as set forth in the original articles of 
incorporation of the several companies now consolidated and 
amalgamated and the same was, and now is, more than one 
thousand dollars per mile of the estimated length of the several 
railroads mentioned and described in the said respective Arti- 
cles of Incorporation. 

VIII. 

That of the Capital stock of each of said corporations had, 
at the time of their formation, (where the same was required 
by law) been actually paid to the respective treasurers thereof, 
the amounts specified in their original Articles of Incorpora- 
tion verified by the affidavits filed in the office of Secretary of 

the State of , and the amount so paid in were 

in each case per cent, of the subscribed capital stock. 
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IX. 
The amount of the capital stock of the said corporations 
which has be«n subscribed and actually paid in exceeds the 
amount of One Thousand Dollars per mile of the entire length 
of the said railroad, as estimated and as stated and as set forth 
in Article II hereof. 

In witness whereof, the said parties have caused these 
presents to be signed by their respective presidents and secre- 
taries and their corporate seals to be hereunto affixed, pursuant 
to resolutions of their respective Boards of Directors, this 20th 
day of May, 1904. 

MARKET STREET RAILWAY COMPANY, 
By H. L. DEMOREST, 

President. 
(Corporate Seal.) J. B. MOULTON, 

Secretary. 
CHESTNUT STREET RAILWAY COMPANY, 
By A. D. WARREN, 

President. 
(Corporate Seal.) GEO. L. SANSOME, 

Secretary. 
HIGH STREET RAILWAY COMPANY, 
By JOSEPH THAYER, 

President. 
(Corporate Seal.) H. L. BURNS, 

Secretary. 
(Acknowledgments of each and all of those signing.) 

The writen assents of stockholders of each of the 
respective consolidating companies to a consolida- 
tion, mentioned in the above resolution by the Board 
of Directors, (Form 145), may be as follows: 

Form 147. 

This is to certify that we, the undersigned, being holders 
of more than two-thirds in par value of all stocks of the 
Market Street Railway Company, do hereby assent to the con- 
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solidation of the capital stock, debts, properties, assets and 
franchises of the Market Street Railway Company, ' Chestnut 
Street Railway Company and High Street Railway Company, 
in such manner as may be agreed upon by the respective 
Boards of Directors of said Companies. 
Done this 1st day of May, 1904. 

H. L. Demorest 2,000 shares. 

J. F. Moulton 500 shares. 

C. W. Black 1,000 shares. 

Evan Holcomb 1,000 shares. 

D. F. Lincoln 500 shares. 

The stockholders of each of the other consoli- 
dating companies will sign an assent in the same 
form. 

Form 148. 

NOTICE AFTER CONSOLIDATION. 
(Required by statute to be published.) 

Pursuant to the statute in such case made and provided, 
notice is hereby given that the Market Street Railway Com- 
pany, the Chestnut Street Railway Company and the High 
Street Railway Company, upon the written consent of the 
Stockholders holding more than two-thirds in par value of all 
the stock of each of said corporations respectively, and by 
agreement of the respective Boards of Directors of said corpor- 
ations made and entered into in accordance with such consent, 
and pursuant to the statute in such case made and provided, 
have consolidated their capital stocks, debts, properties, assets 
and franchises, under the corporate name and style of the 
Market Street Railway Company. 

Done at the 30th day of May, 1904, by 

order of the Board of Directors of the Market Street Railway 
Company, 

J. F. MOULTON, 
Secretary. 



394 MANUAL OF CORPORATE MANAGEMENT. 

As an additional safeguard against oversight or 
defect in the proceedings, the consolidated company 
often calls a meeting of all the stockholders of 
the constituent companies, at which meeting a res- 
olution ratifying the consolidation may be offered for 
adoption. 

All the proceedings are required by statutes to be 
made matter of public record by the filing of the ar- 
ticles of consolidation and incorporation with desig- 
nated County and State officers. The procedure to 
this end, and to the end of securing the proper certifi- 
cate from the Secretary of State, or other designated 
State officer, is the same as with respect to original ar- 
ticles of incorporation. 

The above diffuse and extended form is usually 
adopted for the sake of greater security and in order 
to impart definite and exact information where great 
financial interests are at stake and it is desired to 
inspire confidence in the minds of investors in the 
stocks and bonds of the consolidated company. In 
cases of corporations whose securities are held by 
but few individuals and whose operations are of but 
small range, a shorter form of resolution to be adopted 
by the stockholders of each company will suffice. 

Sometimes it is desirable that the consent go some- 
what more into detail. The consent may be given 
by resolution at a meeting of stockholders, if that 
method be preferred. 

The following is a sufficient form for such resolu- 
tions ; 
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Form 149. 

Whereas, the business of the New Lead Mining Company 
and the Sand Bar Mining Company is practically the same and 
their purposes similar; 

And whereas, the true interests of this corporation, the 

i Company, and of all its stockholders, will be 

promoted by the greater economy in management and devel- 
opment secured by consolidating their properties and capital 
stock, thus securing a union of capital and effort, and issuing 
the stock of the new corporation in exchange for and in lieu 
of the stock of each of the consolidating companies, share and 
share alike; 

Now, therefore, be it resolved: that the Board of Directors 
of this corporation be, and they are hereby authorized, directed 
and empowered to sell, convey by good and sufficient convey- 
ances, in fee simple, to the new corporation, resulting from 
said consolidation as soon as the same is organized, the fol- 
lowing described real estate of this Company: 
(Here insert description.) 

Also the personal property of this corporation of every 
kind and description. 

And be it further resolved, that the stockholders of this 
corporation do hereby consent to each and all the matter here- 
inabove set forth, and hereby ratify and confirm the same, and 
whatsoever the Board of Directors of this Company shall law- 
fully do in the premises. 

The other proceedings may be simplified and ab- 
breviated in the same manner and proportion. 

§ 174. Rights of Creditors Upon Consolidation Further 
Considered. 

Duties which a corporation owes to parties who 
have dealt with it previous to a consolidation, and 
obligations it has incurred to such parties under con- 
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tracts cannot be transferred to the new corporation 
without their consent.* 

It is not to be understood from this that a creditor 
nay prevent a consolidation of a corporation which hap- 
pens to be indebted to him with another, but he 
may insist that its property remain subject to his 
demands and that its stockholders shall be answer- 
able to him to the extent of their statutory liability. 
Still the creditor may release the debtor corporation 
by accepting in lieu of it the consolidated corpora- 
tion, thus effecting a substitutional novation. 

In some of the States there are statutes broad 
enough to create a primary liability upon consolidated 
corporations for the liabilities of the several constitu- 
tional companies. 

1 Market St. Ry. Co. v. Hellman, 109 Cal. 571; Maine 
Centr. R. R. Co. v. Maine, 96 U. S. 499 

2 East Tenn. etc., R. R. Co. v. Evans, 6 Heisk. (Tenn.) 407. 

3 Railroad Co. v. Howard, 7 Wall. (U. S.) 392; Marshall 
V. Western, etc., R. Co., 92 N. C. 382; Van Glahn v. De Rosset, 
81 N C. 467; Agricultural Society v. Hunter, 110 111. 155. 

i Bruffett V. Great Western R. R. Co., 25 111. 353; New 
Jersey Midland Ry. Co. v. Strait, 35 N. J. L. 323. 
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§ 175. General Principles Governing Herein. 

In nearly or quite all of the States are statutes pro- 
hibiting the impairment of the capital stock of cor- 
porations. Such statutes may not be violated indi- 
rectly any more than they can be directly evaded. 

In many ways has it been sought to evade such 
prohibitions, but never successfully when brought be- 
fore the courts for review. 

The transfer by a subsisting corporation of all its 
property and assets of every kind to another corpora- 
tion, in sole consideration of the issuance of the stock 
of the latter to the stockholders of the former, is, in 
effect, an attempted distribution to them of all the 
property and assets of the corporation, making such 
transfer, and a violation of statutory law.^ 

After a corporation has become actually insolvent, 
whether its insolvency has been judicially declared 
or not, all its assets become a trust fund, in the strict 
sense of the term. No stockholder, then, can be per- 

397- 
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mitted to participate in a distribution of its funds, by 
subrogation or otherwise.^ 

Whatever the moral view of the question of giving 
a preference in payment or security to one creditor 
over another, there is no doubt that a corpora- 
tion has the same rights in this respect as an indi- 
vidual.^ 

§ 176. Consolidation of Properties of Two or More 
Corporations. 

A resolution authorizing a consolidation of prop- 
erties is almost the equivalent of one authorizing a 
consolidation of the corporate owners of the proper- 
ties, but differs in the respect that no new corpora- 
tion is created; both corporations continue their ex- 
istence; there is no change of shares, and both, with 
separate oiBcers, may continue to transact business. 
Such resolution may be simply an authorization for 
the sale and transfer of property. Sometimes, how- 
ever, it may contemplate the going out of business 
of one of the corporations and the exchange of all its 
property for stock in another. In that case the resolu- 
tion may be as follows : 

Form 150. 

Be is resolved by the Stockholders of the New Lead Min- 
ing Company, in meeting assembled, that the Board of Di- 
rectors of said corporation be, and they are hereby specially 
authorized and directed to sell, and by sufficient and suitable 
instruments to convey in fee simple all the real estate of said 
New Lead Mining Company, and every interest therein and 
right pertaining thereto, in fee simple, to the Sand Bar 
Mining Company, a corporation; also to sell and deliver to 
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the said Sand Bar Mining Company all the personal property 

of the said New Lead Mining Company; "and we, the said 

stockholders hereby consent to each and all of the matters 

hereinabove set forth, and hereby ratify and confirm the same, 

and all else that said Board of Directors shall lawfully do in the 

premises. 

I. •>■■>•■■•••• ...•.••••.••.•••.....•• », 

The last form may be preceded by "whereases," 
but is sufficient without them, the whereases being 
merely an argument, except where tbey perform the of- 
fice of setting forth essential facts and due performance 
of legal conditions. 

§ 177. Appointment and Authorization of Agent to Sell 
Specific Property. 

Such resolution as is embodied in the last preced- 
ing section, Form 150, is easily adaptable to all kinds 
of sales and conveyances of property, whether the 
Board of Directors be directed to sell generally, or 
to a single cctfporation or individual. But, in case 
it is designed to authorize a sale of specific property, 
when a disposition of all the corporate property is 
^ot contemplated, there should be an accurate descrip- 
,tion of the same, whether it be personal, real, or of 
(both kinds. The Board of Directors being thus em- 
powered, or having the power without such a reso- 
llution by the stockholders, could appoint an agent 
^r one or more officers to make the sale, or exchange 
and conveyance. The following form authorizes the 
President and Secretary to exercise the power of the 
jBoard therein : 
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Form 151. 

Be it resolved that the President and Secretary of the cor- 
poration be, and they are hereby authorized and directed, 
jointly but not severally, to sell for the best price, or on the 
best terms, available all that portion of the real estate of this 
corporation described as follows: 

(Here insert description.) 
Also the following described personal property: (Specify.) 
And they are jointly further directed and authorized to 
receive and accept for all or any parcel or article of said prop- 
erty, payment in money, or property, and to consummate all 
such sales by delivery of personal property and executing and 
delivering good and sufficient conveyances under their hands 
and the seal of this corporation. 

§ 178. Authorization to Accept Delivery or Conveyance 
and Make Pajmient. 

Authority to accept delivery and conveyance of 
property, and upon such delivery or conveyance to 
make pdyment therefor at a specified price, is in legal 
effect authority to purchase property, and may be in the 
following form : 

Form 152. 

Whereas, on the 1st day of March, 1904, the Cross-town 
Street Railway Company, a corporation organized and existing 

under the laws of the State of by its Board 

of Directors, offered to this corporation that certain real estate 

situate lying and being in the City of , State 

of , described as follows: (Here insert descrip- 
tion) ; also ten of its first mortgage bonds of $1,000 each, bear- 
ing interest at five per cent, for the aggregate sum of $35,000, 
and it being deemed to the interest of this corporation that said 
offer b« accepted; 
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Therefore, be it resolved, by the Board of Directors of the 
Enterprise Investment Company, that it purchase and accept 
conveyance and delivery from said Cross-town Street Railway 
Company, the above described real and personal prop- 
erty, and all instruments duly executed which are, or may be, 
necessary for the transfer thereof to this corporation. And 
the President and Secretary of this corporation are hereby 
authorized and directed to purchase and accept delivery of 
said personal property and all such good and sufficient convey- 
ances and instruments in writing, properly executed, conveying 
and transferring said real property to this corporation; and 
they are hereby also directed and authorized upon receipt of 
said conveyances and instruments, and said personal property, 
to pay to the said Cross-town Street Railway Company, or to 
its agent duly authorized, said sum of Twenty-five Thousand 
($25,000) Dollars, Gold Coin of the United States, of the 
moneys and funds of this corporation, in full payment and 
settlement therefor. 

§ 179. Resolution Authorizing Lease of Property. 

The terms upon which leases of corporate prop- 
erty are made are of almost infinite variety, and the 
terms of the resolution should, of course, conform to 
those of the agreement which precedes it and the for- 
mal lease. 

The following form contemplates a lease of mining 
property : 

Form 153. 

Resolved that this corporation, the New Lead Mining 
Company, lease to the Sand Bar Mining Company, a corpora- 
tion organized and existing under the laws of the State of 

, for the term of twenty years froth and after the 

] St day of June, 1904, all of its real estate, mining claims, plant, 
and appurtenances situate in the County of 
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in the State of Said real estate, mining 

claims and appurtenances are as follows: (Here insert de- 
scription.) 

And said plant consists of machinery and appliances for 
working and developing said mining claims, attached to the 
soil, specifically described as follows: (Here specify). 

The yearly rental for all said property above described, 
real and personal, shall be $5,000, payable in quarterly install- 
ments of $1,250 each. And said lease shall impose upon the 
said Sand Bar Mining Coinpany the following terms and con- 
ditions, to wit: It shall, at its own cost and expense, use, oper- 
ate and keep in good repair all of said property, etc., (inserting 
all the undertakings on the part of the lessee.) 

And the President and Secretary of this corporation, 
jointly, are hereby authorized and directed on behalf of this 
corporation, in its name, and under its seal, to make, execute, 
acknowledge and deliver an instrument in writing, leasing said 
property to the said Sand Bar Mining Company for the term 
of twenty years upon the terms as to rent, and subject to the 
covenants, undertakings and conditions above set forth. 

For a lease of mining property, see Form 174. 

§ 180. Authorization to Re-Convey Property and Satis- 
fy Trust. 

Where a corporation holds a conveyance of prop- 
erty to secure an indebtedness to itself, or in trust to 
secure an indebtedness to a third party, it becomes 
necessary, upon satisfaction of the indebtedness, to re- 
convey to the grantee. The Board of Directors usually 
authorizes an officer or agent to re-convey the property- 
Such authority may be given by a resolution by the 
Board in the following form : 
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Form 154. 

Whereas, the Clearwater Ditch Company, a corporation 
duly organized and existing under the laws of the State of 

did on the 1st day of March, 1903, execute, 

acknowledge and deliver to this corporation a deed of trust to 
secure the payment to it of the sum of Ten Thousand ($10,000) 
Dollars and the interest thereon, all of which fully appears 
from said deed of trust of record in the office of the County 

Recorder of the County of State of 

, in Book of Deeds of Trust, at page 

thereof, by which deed of trust there was conveyed to this cor- 
poration the following described real estate, to wit: (Here in- 
sert description.) 

And whereas, the said note mentioned in sai^ deed of 
trust has been fully paid, together with the interest thereon to 
date, and the said Clearwater Ditch Company having requested 
a reconveyance of the property conveyed by said deed of trust, 
and having satisfied all charges and claims to remuneration 
of this corporation as such trustee, and the trust created by said 
deed having been fully satisfied; now, therefore, be it 

Resolved, That this corporation, the Enterprise Invest- 
ment Company, reconvey to the Clearwater Ditch Company, 
a corporation, by deed, grant, bargain and sale in due form, all 
of the property conveyed by said deed of trust, and hereinbe- 
fore referred to, which deed was heretofore duly accepted b> 
this corporation, and that the trust created by said deed be 

declared fully satisfied and discharged; and that , 

the President, and the Secretary of this cor- 
poration, be and they are hereby authorized, empowered and 
directed, for, on behalf of, and in the name of this corporation, 
to execute, acknowledge and deliver to said Clearwater Ditch 
Company, a deed of, grant, bargain and sale in due form, con- 
veying to it all of said property described in said deed of trust 
to be fully satisfied. 



1 Schoake v. Eagle Automatic Can Co., 135 Cal. 472. 

2 Sacramento Bank v. Pacific Bank, 134 Cal. 147. 
« Welch V. Sargent, 137 Cal. 72. 
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§ i8i. Signature and Authentication. 

The question of how the various writings by cor- 
porate officers should be authenticated and signed 
would appear upon first impression very simple ; and 
yet much litigation has arisen from time to time, in 
which the only, or principal, issue was as to whether 
a particular method or form of signature bound the 
corporation as principal or rendered the particular offi- 
cer or agent who wrote the signature the real principal 
in the transaction, without the corporation becoming a 
party to it. 

But one general rule governs herein and should 

404. 
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be conformed to. It is the same as that which gov- 
erns where an individual is represented by an agent. 
The signature should be such as to leave no doubt of 
the capacity and relation held by the person signing, 
and should clearly disclose the name of the principal 
to which that relation is held. It is true that the body 
of the instrument may be looked to for a deter- 
mination of the question, but it is much better 
and just as easy to travel the path of peace and 
safety. 

In all important affairs of the corporation, not in 
the usual course of its business, or not falling' distinct- 
ly and peculiarly within the department presided over 
by any officer, an explicit form of signature should be 
used showing the principalship of the corporation and 
the agency of the person affixing the signature. Where, 
however, a transaction falls naturally within the de- 
partment of business usually attended to by an offi- 
cer, it will be sufficient if he merely sign his name, 
followed by his official designation. 

In much of the routine business of every corpora- 
tion done in writing, paper having the name of the 
corporation printed thereon is used, and the official 
signature in coniection with the printed name of the 
corporation sufficiently indicates that it is a corporate, 
and not an individual, matter. The simplest form of the 
official signature wiould be : 

"James Willard, 

President." 

This is sufficient for letters, informal notices, and 
the like, or the signature might be, " James Willard; 
President, New Era Printing Company." But in all 
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cases where it is important that the corporation 
should be expressly bound, and where there is room 
for the possibility of doubt, whether it was intended to 
incur a corporate or assume an individual liability, the 
correct corporate signature should be attached. It is in 
this form : 

" New Era Printing Company, 
By James Willard, 

President." 

For a small sum a rubber stamp, containing the 
whole signature, may be had with merely the name of 
the particular officer left blank. Each officer whose 
signature is often required should be supplied with 
such a stamp. Many corporate instruments, either 
from custom or usage, or because of special require- 
ments of resolutions passed by the Board of Direc- 
tors require the signatures of both the President and 
Secretary. The full corporate signature in those cases 
would be : 

" New Era Printing Company, 
By James Willard, 

President, 
J. F. Weston, 
(Corporate Seal.) Secretary." 

Where the President is specially designated to sign 
the corporate name and affix its seal, the Secretary at- 
tests the seal thus : 

New Era Printing Company, 
By James Willard, 
(Corporate Seal.) President. 

Attest : J. F. Weston, Secretary. 
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§ 182. Authorization to President and Secretary to 
Borrow Money and Secure Re-Payment 
Thereof. 

Form 155. 

Be it resolved that this corporation, the New Era Printing 
Company, borrow from the Safe and Security Bank, Ten 
Thousand Dollars, to be repaid within one year with interest at 
seven per cent per annum until paid, interest to be made in 
United States Gold Coin. 

That this corporation secure the payment of its said prom- 
issory note by a delivery to Josiah Sigismond, President of 
said Safe and Security Bank, in pledge, twenty first mortgage 
bonds of the Cross-town Street Railway Company, of the face 
value of $1,000 each, now the property, and in the possession 
of this corporation; that the said Josiah Sigismond, President 
of said Bank, be, in writing, appointed and constituted the at- 
torney of this corporation, irrevocably, with power of substi- 
tution and revocation, to sell, at any time after said note or 
interest or any part thereof, is due, without previous demand, 
and with or without notice, the whole or any part of said lands, 
at either public or private sale, at his discretion, and deliver 
the same to the purchaser thereof, in case of the nonpayment 
of the said promissory note or the interest thereon, when 
due, and in such case, the proceeds of such sale to be applied 
to the payment of said debt, interest thereon, and all expenses 
or costs incurred, or paid by the saiJ Safe and Security Bank, 
or by its President, the said Josiah Sigismond, the surplus, 
if any, to be held and paid to the order of this corporation. 

And the President and Secretary of this corporation 
jointly, are hereby authorized and directed, in its name and 
under its corporate seal, to execute its promissory note to 
said Safe and Security Bank for said sum of Ten Thousand 
($10,000) Dollars, and to deliver said bonds in pledge, upon 
the terms and conditions in this resolution specified, and an 
agreement and power of attorney in the usual form required 
in such cases by the said Safe and Security Bank, and to do 
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any and all other acts and things necessary to carry into 
effect the purpose' and intent of this resolution. 

Attached to the note and power of attorney de- 
scribed in the last preceding form should be a cer- 
tified copy of the resolution, and the other mat- 
ters pertaining to its adoption, entry, etc., as fol- 
lows : 

Form 156. 

I hereby certify that at a regular meeting of the Board 
of Directors of the New Era Printing Company, held at the 
office of said corporation on the 1st day of March, 1904, at the 
hour of 10 o'clock A. M., called and conducted according to 
the by-laws of said corporation, upon due, legal and timely 
notice, a quorum of said Board being present and voting there- 
on, it was moved, seconded and unanimously resolved as 
follows: (Here insert the resolution.) 

That the proceedings of said meeting pertaining to the 
adoption of said resolution, including the said resolution, have 
been duly entered in the Minute Book of Directors' meetings 
of said corporation and attested by the Pre'sident and Secre- 
tary thereof; that the same has never been revoked, but 
remains in full force and effect; that the undersigned was, at 
the date of said meetings, and now is the duly elected, quali- 
fied and acting Secretary of said corporation, and that the 
authority conferred by said resolution upon the President and 
Secretary of said corporation has not been heretofore exer- 
cised, and that no money has been heretofore borrowed pur- 
suant thereto. J. F. WESTON, 

Dated May 10, 1904. Secretary. 

§ 183. Resolution Rescinding Contract. 

Corporations possess the same power to modify or 
rescind existing contracts by mutual consent of the 
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parties thereto, that natural persons have. A resolu- 
tion proposing to resind an agreement may be as fol- 
lows : 

Form 157. 

Be it resolved that this corporation, New Lead Mining 
Comipany, propose to the Sand Bar Mining Company, a cor- 
poration organized and existing under the laws of the State of 

that the contract made by and between the 

above named corporations, as party of the first part and party 
of the second part respectively, under date of January 15th, 
1903, be surrendered, abregated and rescinded, from and after 
said rescission, and that, in lieu thereof, this corporation 
execute and deliver to the said Sand Bar Mining Company a 
new contract, to take effect from the date of its execution and 
delivery, and containing such other, new, and additional terms 
as said corporations shall, after a conference between their 
respective agents, duly authorized, mutually agree upon; and 

the President and Secretary of this Corporation, (or 

and , constituting a committee to 

represent this Board) be and they are hereby authorized and 
directed to enter into negotiations with the Board of Directors, 
or any duly authorized committee of the Board of Directors 
of the said Sand Bar Mining Company, or with any agent of 
said. corporation, duly appointed and authorized by it, on behalf 
of said corporation, and upon such terms as they deem expe- 
dient, just and proper, rescind said former contract and make 
a new one; and the said President and Secretary (or the said 
committee), are hereby given as full power and authority in 
the premises as if this Board of Directors were present, acting 
in its capacity, name and right as such; and they are hereby 
authorized and directed to execute and deliver in the name 
of and on behalf of this corporation, and under its corporate 
seal, all such necessary and proper instruments as may be nec- 
essary to carry out in full the purpose and intent of this resolu- 
tion. 
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§ 184. Powers of Attorney. 

The power of attorney is a formal instrument grant- 
ing authority from a principal to an agent named in 
the instrument to do a particular thing in the name and 
on behalf of the principal. There is no limit to the 
power to thus confer authority except that which ap- 
plies to the principal ; anl in the case of corporations, 
the Board of Directors may appoint an agent to do 
any act which the Board itself has power and capacity 
to perform, except where a statute, or by-law, the ar- 
ticles or charter specially designates the Board, or a 
particular officer or agent 

Even where the act comes within the ordinary 
scope of a particular officer's duties, it is often deemed 
best to formally and specially authorize him by res- 
olution of the Board in order to forestall any question 
which might be raised as to his authority in the par- 
ticular instance. Such resolution is in legal effect a 
power of attorney, and, when properly certified by the 
Secretary, may be used as such. 

But usually when one not a corporate officer is 
appointed, the resolution closes with a clause direct- 
ing the President, or the President and Secretary, to 
execute and deliver a power of attorney as a sep- 
arate instrument. In such cases a certified copy 
of the resolution authorizing the appointment should 
be delivered with the power of attorney. These 
together constitute conclusive proof of the agent's au- 
thority. 

The following form will be found useful for the pur- 
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poses therein named, and may be easily adapted to 
other purposes : 

Form 158. 



Know all men by these presents, that the New Era Print- 
ing Company, a corporation duly organized and existing by 

virtue of the laws of the State of , has made, 

constituted and appointed, and by these presents does make, 
constitute and appoint John Goode of the City of Washington, 
District of Columbia, its true and lawful attorney, for it, and 
in its name, place and stead, to grant, bargain and sell for 
such consideration and on such terms as he may approve, and 
as a whole, or in divisions and subdivisions, that certain tract 
or parcel of land owned by said corporation in the City of 
Washington, District of Columbia, described as follows: 
(Here insert description as in a deed of bargain and sale.); and 
the said corporation grants to its said attorney full power and 
authority to give leases upon and to collect and receive for 
said company all rents, derived from said property in any way 
from the date of this instrument until he shall find a pur- 
chaser therefor; and for said corporation and in its name and 
stead, either alone or jointly with others, as may be required 
and necessary, to make, execute, acknowledge and deliver, 
good and sufficient deeds, conveyances, options, contracts, or 
leases upon or for said property, or for any part or parts 
thereof, or for any rights therein or thereon, giving and grant- 
ing its said attorney full power and authority to do and 
perform any and every act and thing whatsoever requisite and 
necessary to be done in the premises, the said corporation 
hereby ratifying and confirming all that its said attorney shall 
lawfully do, or cause to be done, by virtue of the terms of 
this instrument. 

In witness whereof, said corporation has hereunto caused 
its corporate name to be signed by its President and its cor- 
porate seal to be affixed by its Secretary at the City of 
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Washington, District of Columbia, on this the 1st day of 
March, 1904. 

NEW ERA PRINTING COMPANY, 
By JAMES WILLARD, 
(Corporate Seal.) President. 

ATTEST: 

J. F. WESTON, Secretary. 
(Acknowledgment.) 

A power of attorney being in legal eflfect the mere 
appointment of an agent with a definition of his au- 
thority, may be revoked at any time prior to its hav- 
ing been executed so far that interests or rights have 
vested in favor of third parties. This proposition 
does not hold true, however, where it constitutes an 
agency coupled with an interest. In that case a clause 
should be added defining the interest of the agent and 
stating that it is irrevocable prior to full execution, or 
that it is irrevocable prior to a certain date or contin- 
gency, whatever it is. 

A power of attorney authorizing a sale or convey- 
ance of an interest in real estate, or to encumber real 
property, should be acknowledged according to the law 
of the State, District, Territory, or foreign country 
where such real estate is situate. 

§ 185. Treasurer's Bond. 

In all corporations whose transactions are of con- 
siderable financial magnitude, the Treasurer is usually 
required to give a bond to secure fidelity in handling 
and accounting for the corporate funds. The execu- 
tion, delivery and aproval of the bond should be a 
condition precedent to the Treasurer being entrust- 
ed with any funds. 
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The following form is easily adaptable to any 
State. The approval of the bond should be by 
the Board of Directors entered in the minutes, and 
the Secretary should make a memorandum thereof on 
hteback of the bond : 

Form 159. 

TREASURER'S BOND. 

Know all men by these presents, that we, James Knox, of 
the City of Washington, District of Columbia, as principal, and 
J. J. Stetson and Warren Dumont, both of the City of Wash- 
ington, District of Columbia, as Sureties, are held and firmly 
bound unto the New Era Printing Company, a corporation, in 
the sum of Twenty-five Thousand Dollars, to the payment of 
which to the said corporation, we, by these presents, jointly 
and severally, bind ourselves, our heirs, executors and admin- 
istrators. 

Upon condition that, whereas, the said James Knox has 
been elected Treasurer of the said New Era Printing Company, 
a corporation, for the term of one year from the 1st day of 
March, 1904, and whereas, he may hereafter be re-elected, or 
may continue to act as such officer for a longer period than 
one year; 

Now, therefore, if the said James Knox shall hereafter, 
in all respects, fully and faithfully perform and discharge the 
duties of said ofBce so long as he shall occupy the same or 
continue therein, and shall, when properly so required, fully 
and faithfully account to the said corporation for all moneys, 
goods and properties whatsoever, for or with which the said 
James Knox may be in anywise accountable or chargeable to 
the said corporation, and if in the event of his death, resigna- 
tion or removal from office, all books, papers, vouchers, money 
and other property of whatever kind in his custody belonging 
to the said corporation, shall be forthwith restored to the 
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said corporation, then this obligation shall be void; otherwise 
shall remain in full force and effect. 

JAMES KNOX, (Seal.) 

J. J. STETSON, (Seal.) 

.WARREN DUMONT (Seal.) 
(Acknowledgmient.) 

Endorsement by Secretary:: Approved March 1st, 1904. 
See Minute Book, page ) 

§ i86. Indemnity Bond Where Certificate Is Lost or 
Stolen, Upon Issue of New Certificate, 

Form i6o. 

Know all men by these presents, that we, Robert Ainslie, 
of Georgetown, D. C., as principal, and J. J. Stetson and 
Warren Dumont, both of Washington, D. C, are held and 
bound unto the New Era Printing Company, a corporation, in 
the sum of Ten Thousand Dollars ($10,000), to the payment 
of which to the said corporation, we, by these presents, jointly 
and severally bind ourselves, our heirs, executors and admin- 
istrators. 

Upon condition that: whereas, the said Robert Ainslie, 
the owner of record of one hundred shares of the capital stock 
of said New Era Printing Company of the par value of one 
hundred dollars each, has made application to the Board of 
Directors of the said Company for the issue to him of a new 
certificate for the said one hundred shares of stock, alleging 

that the original certificate No , issued to him therefor 

on the first day of MayT 1904, is lost, stolen or destroyed, and 
that its present whereabouts and condition are unknown to 
him; and whereas the said application has been granted, and 
the said new certificate for one hundred shares of the capital 
stock of said corporation, pursuant to the resolution of the 
said Board of Directors, was this day issued to the said Robert 
Ainslie; 

Now, therefore, if the said Robert Ainslie, hisi heirs, 
executors, or administrators, or any of them do and shall. 
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from time to time, and ait all times hereafter, save, defend, 
keep harmless and indemnify, the said corporation from and 
against all demands, claims, or causes of action, arising from, 

or on account of said certificate No , tor one hundred 

shares of the capital stock of said corporation, and of ai.J 
from all costs, damages and expenses that shall or may arise 
therefrom, and shall also deliver, or cause to be delivered up 

to the said corporation the said missing certificate No 

for cancellation, if, and whenever, and so soon as, the same 
shall be found or recovered, then this obligation shall be void; 
otherwise it shall remain in full force and effect. 

Witness our hands and seals this, the 10th day of May, 
1904. 

ROBERT AINSLIE, (Seal.) 
J. J. STETSON, (Seal.) 

WARREN DUMONT. (Seal.) 
(Acknowledgment.) 

Endorsed by Secretary: approved May 15th, 1904. See 
Minute Book, page 

^ § 187. Bonds Issued to Represent Corporate Indebt- 
edness. 

Beiore bonds are issued by a corporation, author- 
ization is obtained from the stockholders, either for 
the creation or for an increase of bonded indebted- 
ness, and all the proceedings are certified by the di- 
l2ctors and filed with the proper county officer; as to 
which, see Chapter 19. 

Form 161. 

CORPORATE BOND. 

UNITED STATES OF AMERICA, STATE OF 

RICH VALLEY CANAL COMPANY. 

No , Five Per Cent. Gold Bond. 

KNOW ALL MEN BY THESE PRESENTS: That the 
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Rich Valley Canal Company, a corporation duly organized and 

existing under the laws of the State of , U. S. A., 

and having its principal place of business in the City of 
, County of , State of , 

for value received, hereby promises to pay to the bearer, at 
the office of the Safe Security Trust Company, in the City of 
, County of , State of 

the sum of Five Hundred Dollars ($500.00) in Gold Coin of 
the United States of America, of the present standard of 
weight and fineness, on the 1st day of January, in the y^ar of 
our Lord, One Thousand Nine Hundred and Thirty-five, with 
interest thereon, "from the 1st day of January, A. D. 1905, until 
paid, in like gold coin, at the rate of five (5) per cent, per an- 
num, payable semi-annually on the first day of January and 
the first day of July in each year, upon the presentation and 
surrender of the annexed coupons authenticated by the signa- 
ture or the fac simile signature of the Secretary, as they sever- 
ally mature, and in case of default in the payment of any of 
said coupons for a period of six months after such maturity 
and presentation, the principal of this bond may become due 
and payable in the manner, and with the effect, and subject to 
the conditions provided and speciiied in the mortgage or trust 
deed hereinafter mentioned, securing the payment of this issue 
of bonds. 

This bond is one of a series of five hundred of like form, 
tenor, effect, amount and date, and numbered consecutively 
from one (1) to five hundred (500), both inclusive, issued un- 
der and in accordance with the terms and conditions of said 
trust deed or mortgage and limited in amount to Two Hun- 
dred and Fifty Thousand Dollars ($250,000.00), the same 
having been duly authorized by the Board of Directors and 
by the unanimous vote of the stockholders of the said Rich 
Valley Canal Company, which vote was given at a meeting ot 
said stockholders duly and legally called for that purpose and 
held in the manner prescribed by law on the 15th day of May, 
A. D. 1904, after due and legal notice of such meeting, given 
as required by law; and secured by a mortgage or trust deed 
bearing even date herewith, duly authorized and executed by 
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said Rich Valley Canal Company, to the Safe Security Trust 
Company, therein mentioned as trustee for the holders of said 
bonds upon the property used, had, held and owned by said 
obligor, in connection with and comprising its plant and 
system of works, and upon all property that may hereafter be 
acquired or constructed for like purposes. 

This bond shall pass by delivery, unless registered on the 
books of the trustee, but after registration duly endorsed 
hereon, no transfer except upon said books shall be valid, 
unless the last registration shall have been to bearer. 

This bond shall not become valid and obligatory until 
authenticated by the certificate of the said Safe Security Trust 
Company, the trustee named in said mortgage or trust deed 
endorsed hereon, or its lawful successor as trustee. 

IN WITNESS WHEREOF, the said Rich Valley Canal 
Company has caused its corporate seal to be hereunto afKxed 
and its corporate name to be subscribed hereto by the Presi- 
dent and Secretary thereof, this 31st day of May, A. D. 1904, 
and the attached coupons to be authenticated by the signature, 
or fac simile signature, of its Secretary lithographed thereon. 
RICH VALLEY CANAL COMPANY, 
By JOHN D. WHITLOCK, 

(Corporate Seal.) President. 

And by EMERSON SHARP, 
Secretary. 

To each of said bonds will be attached sixty 
coupons, numbered from one (i) to sixty (60), the first 
of which will read as follows: 

^orm 162. — Coupon. 

No. 1. $12.50. 

Rich Valley Canal Company will pay to the bearer on the 
first day of January, A. D. 1905, Twelve and 50-100 Dollars 
($12.50) in United States Gold Coin, being six months' interest 
on its bond, numbered , at the office of the Safe 
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Security Trust Company, in the City of , State of 

EMERSON SHARP, 

Secretary. 

Upon each of said bonds should also appear a cer- 
tificate signed by the said trustee, or its sul 
cessor, through and by the proper ofificers, as fol- 
lows : 

Form 163. — Trustees Certificate. 

It is hereby certified that the within bond is one of a series 
of five hundred (500) bonds described in the trust deed therein 
mentioned. * 

SAFE SECURITY TRUST COMPANY TRUSTEE. 
By HENRY SIGISMOND, President. 
Attest: ROBT. REAY, Secretary. 
(Corporate Seal.) 

And on the back of each bond, in addition to the 
ornamental, and engraved endorsement, setting forth 
in brief what it is, by what company issued, amount, 
date of maturity, rate of interest, and when payable, 
should also appear a blank for registration ; that is, if 
the issue be of registered bonds. Said blank may be as 
follows : 

Form 164. 



Date of Registry. 


In whose name 
Registered. 


Transfer Agent. 
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§ 188. Acknowledgments and Verifications. 

The ordinary forms of acknowledgments and veri- 
fication require some modification in case of corpora- 
tions. A corporation can only acknowledge or verify 
an instrument through the agency of an officer, or 
by an agent having the requisite authority. The com- 
bined acknowledgment and verification to instru- 
ments are coming into general use in some of the States, 
and possess advantages over simple acknowledg- 
ments. 

The following is an exemplar : 

Form 165. 

District of Columbia, ) 
City of Washington. ) '^' 

Be it remembered that on this, the first day of March, 
1904, before me personally came James Willard, personally 
known to me, who being first duly sworn, deposes and says: 
That he resides in the City of Washington, D. C; that he is 
the President of the New Era Printing Company, the cor- 
poration described in and executing the above instrument; 
that he knows the seal of said corporation; that the seal 
affixed to the said instrument is such corporate seal, and 
that it was affixed by order of the Board of Directors of said 
corporation, and that he signed the corporate name thereto 
by like order as President of said corporation. 

JAMES WILLARD. 
Subscribed and sworn to before me this the first day of 
March, 1904. 

(Notarial Seal.) NEWTON WISHART, 

Notary Public within and for the 
District of Columbia. 

If any officer or person had been named in the reso- 
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lution to act jointly with the President, the following 
form might have been used : 

Form 1 66. 



District of Columbia, ) 
City of Washington. ) ^^ 

Be it remembered that on this, the first day of March, 
A. D. 1904, before me personally came James Willard and 
Henry Hoop, both personally known to me, and being by me 
first duly sworn, did each for himself, and not the one for the 
other, depose and say that he executed the above instrument 
on behalf and in the name of the New Era Printing Company, 
under authority from said corporation, to wit., pursuant to a 
resolution of its Board of Directors, regularly adopted on the 
25th day of February. 1904; and the said James Willard 
deposes and says that he resides in said City of Washington, 
District of Columbia; that he is the duly elected and acting 
President of said Corporation described in and executing the 
above instrument; that the seal affixed to said instrument is 
the seal of said corporation, and that it was affixed by order 
of the Board of Directors of said corporation, and that he 
signed the corporate name thereto by like order, as President 
of said corporation. 

HENRY HOOP, 
(Corporate Seal.) JAMES WILLARD 

Subscribed and sworn to before me this the 
the first day of March, 1904. 

NEWTON WISHART, 
(Notarial Seal.) Notary Public within and for the 

District of Columbia. 

Such forms are aiccepted as a better guarantee of 
genuineness and authenticity than the common form 
used in most of the States, which would be as fol- 
lows : 
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Form 167. 
(Inferior in point of authenticity to the next preceding Form.) 



District of Columbia, 
City of Washington. \ ^^■ 

Be it remembered that on this, the first day of March, 
1904, before me personally came James Willard, personally 
known to me to be the President of the New fira Printing 
Company, a corporation, and aqknowledged that he executed 
the above instrument as such president in the name, and on 
behalf of said corporation, fer the purposes therein set forth. 

In witness whereof I have hereunto affixed my signature 
and seal of office the day and year above written. 

NEWTON WISHART, 

(Notarial Seal.) Notary Public within and for the 

District of Columbia. 



§ 189. The Testimonium Clause. 

The testimonium clause seldom adds anything of 
contractual force to an instrument, and it might with- 
out loss be abandoned. If an instrument, except the 
signatures, should terminate with the covenants or un- 
dertakings, or with whatever the parties have to say on 
the subject matter of the instrument, and then end 
with the proper corporate signature, omitting the 
testimonium, it would be as valid, to all intents and 
purposes, as with the latter. But old forms and customs 
are not easily overthrown ; and an entire omission of the 
testimonium clause might sometimes excite suspicion 
or cause delay. 

There are several forms of it, the following being 
that most in use : 
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Form 1 68. 



In witness whereof the said New Era Printing Company- 
has, by its President, hereunto subscribed its name and affixed 
its duly attested corporate seal, at the City of Washington, 
D. C, this the first day of May, 1904. 

NEW ERA PRINTING COMPANY, 

By JAMES WILLARD, ' 
(Corporate Seal.) President. 

Attest: . 

J. F. WESTON, Secretary. 

Two or more corporations may contract by differ- 
ent corporate officers, or one by one officer and the 
other by one not holding a similar or a different station 
or relation. It is not necessary in such cases to set 
forth all such relations to the testimonium clause, 
which may be as follows : 

Form 169. 

In witness whereof the above-named parties to this in- 
strument have, by their respective officers duly authorized, 
hereunto signed their names and affixed their corporate seals 
at the City of Washington, D. C, on this the 1st day of May, 
1904. NEW ERA PRINTING COMPANY, 

By JAMES WILLARD, 
(Corporate Seal.) President. 

Attest: 

J. F. WESTON, Secretary. 

ECONOMY PRESS COMPANY, 
By WILLIAM EDSON, 
(Corporate Seal.) General Manager. 

Attest: 

HENRY HUDSON, Secretary. 
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Or the persons executing the instrument may be 
both a corporation and an individual, in which case the 
testimonium clause would be thus : 

Form 170. 

In witness whereof the said New Era Printing Company, 
party of the first part, has, by its President and Secretary, 
signed its name hereto and affixed its corporate seal hereunto, 
and the said party of the second part has affixed his signature 
and seal hereto, at the City of Washington, D. C, on this the 
first day of May, 1904. 

NEW ERA PRINTING COMPANY, 

By JAMES WILLARD, President. 
) (Corporate Seal.) J. F. WESTON, Secretary, 

J. B. PURVIS. (Seal.) 

The case of an agent other than an officer executing 
an instrument, and in the case of an officer executing 
an instrument in consummating a transaction outside 
the scope of his usual duties and powers, the testi- 
monium clause should recite the existence of the reso- 
lution, or power of attorney, conferring the authority 
upon him, thus: 

Form 171. 

In witness whereof the said New Era Printing Company, 
a corporation, by its agent, Henry Goodfellow, authorized 
and appointed hereunto, by resolution of its Board of Di- 
rectors (a copy of which resolution certified by its Secretary, 
under its corporate seal, is annexed hereto), has hereunto 
signed its name, at the City of Washington, D. C, on the 
first day of May, 1904. 

NEW ERA PRINTING COMPANY. 
By HENRY GOODFELLOW, Agent. 
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With a copy of the resolution appointing and au- 
thorizing the agent to act for the corporation, cer- 
tified as a true copy by the Secretary under the corpor- 
ate seal, the authenticity of the instrument so executed 
would be placed beyond controversy. 

§ igo. Receipts, Drafts, Checks and Promissory Notes. 

Receipts, drafts and checks should have been print- 
ed at the top or across the end the name of the cor- 
poration, and then may be simply signed by the proper 
officer with his official designation. 

The purpose for which, or account upon whichj a 
check is drawn is often printed upon the check. There 
is also a stub to such checks, which, in addition 
to a mention of the purpose, contains a receipt from 
the person to whom the check is given. This econ- 
omizes in the matter of bookkeeping, and preserves evi- 
dence of payment. 

Promissory notes should be executed in the name 
of' the corporation, and should never use the first per- 
sonal pronoun. 

A note reading, " I promise to pay," etc., would 
probably bind only the person signing it, though 
he designated himself by a full official title. He 
might, however, show, by extrinsic evidence, as be- 
tween himself and the corporation and the payee, 
that the note was given in the course of corporate busi- 
ness, and that the payee had knowledge of that fact at 
that time. 

The following will be found a sufficient form for an 
ordinary corporate note : 
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Form 172, 

Washington, D. C. March 1, 1904. 
$500. 

Six months after date, for value received, the New Era 
Printing Company, a corporation, promises to pay to the 
order of John Goode, the sum of Five Hundred Dollars. 
NEW ERA PRINTING COMPANY, 

By JAMES WILLARD, President. 

A proper modification would adapt the above form 
to suit any and all circumstances, such as naming a 
rate of interest, place of payment, waiving demand and 
protest, etc. 

A corporate note, with collateral security, might read 
as follows : 

Form 173. 

Washington, D. C, March 1, 1904. 
$10,000. 

One year after date, the New Era Printing Company, a 
corporation, promises to pay to the order of John Rushing at 
the Safety and Security Bank of the City of Washington, 
D. C, the sum of Ten Thousand ($10,000) Dollars in Gold 
Coin of the United States, with interest from the present date 
until paid at the rate of six per cent, per annum. And the said 
New Era Printing Company herewith deposits with the said 
John Rushing as collateral security for the due payment of the 
foregoing promissory note, two hundred shares of treasury 
stock owned by it, in two certificates, each representing one 
hundred shares, numbered respectively 15 and 16, said certifi- 
cates standing in the name of James Knox, Treasurer of the 
said New Era Printing Company, and endorsed by him in 
blank upon the back of each of said certificates. 

• And in the event that this note, or the interest thereon, 
shall not be paid when due, the said New Era Printing Com- 
pany hereby appoints and constitutes the said John Rushing 
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its attorney, in fact and irrevacoble, with power of substitu- 
tion, to sell at any time after this said note, or any interest 
thereon is due and unpaid, with or without notice, and either 
at public or private sale, the whole or any part of said secur- 
ities, the proceeds thereof to be applied to the payment of the 
the said promissory note, any interest due thereon, and any 
commissions properly payable on the sales of said securities 
so sold, and any surplus remaining thereafter, either of cash 
or of the said securities, to belong to and be subject to the 
order of the said New Era Printing Company. 

In Testimony Whereof, the corporate signature of the 
said New Era Printing Company is hereunto affixed by the 
President and Treasurer, duly authorized thereto by a resolu- 
tion of the Board of Directors of said Company, passed at a 
regular meeting of said Board, held February 23, 1903, a duly 
certified copy whereof is hereunto attached. 

NEW ERA PRINTING COMPANY, 
(Corporate Seal.) By JAMES WILLARD, 

Attest: President. 

J. F. WESTON, Secretary. 

Attached to the above note should be a copy of the 
resolution referred to therein, certified by the Sec- 
retary. 

§ igi. Prospectuses. 

The only proper office of a prospectus is to pre- 
sent inducement to the public, or to a class, to invest 
in the shares of a corporation already formed or whose 
formation is contemplated. Prospectus take their form, 
and their contents are controlled to a great extent, 
by the stage at which they are promulgated. A pro- 
moter will sometimes set forth his scheme in print 
before any articles of incorporation are filed or any 
step is taken to organize. This method is preferable 
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where he has no intention or desire tp hold a con- 
trolling interest, and expects to make his profits at 
the inception, allowing the incorporators to conduct 
the enterprise or develop the property with future 
profits in view. When this method is adopted, the pro- 
moter is usually the owner of, or has an option on, 
that which is to constitute the basic property of the 
corporation in contemplation, and his main purpose 
is to make an advantageous sale of the property. The 
creation of a corporation . is merely the means to an 
end. Or, the promoter, or promoters, may undertake 
the creation and floating of the corporate enterprise 
with a. reservation of a substantial interest in stock, 
but not a controling interest, in return for their prop- 
erty, desiring no cash payment. Such is the usual plan 
where they are confident that the enterprise will 
prove to be extremely profitable, and that a minor- 
ity interest will, if the scheme is prudently and hon- 
estly conducted, alone bring large returns. But, un- 
der either of the conditions above authorized, the same 
end may be reached by first forming and completing 
the organization. 

A great many of the prospectuses that are circu- 
lated embody a proposition to sell treasury stock, that 
being a convenient and plausible method of raising 
cash capital with which to develop property, or other- 
wise carry out the purposes of the incorporators. Pre- 
liminary to the issuance of such a prospectus there 
must, of course, be treasury stock provided. To do 
this there must have been previously a regular issue 
of the stock or property and then a donation of the 
stock to the corporation, or it must have been forfeited 
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to the corporation for non-payment of assessments. 
(As to which see also § 98.) 

The incorporators usually subscribe for only a nom- 
inal or at most, a minority of the specified cap- 
ital stock, leaving the balance open to those they may 
induce to advance capital and come in afterwards. And 
it may be safely asserted that 90 per cent, of prospect- 
uses are issued after the corporation has been organ- 
ized and fully officered. 

Printed documents are often promulgated to in- 
duce patronage after the corporation has been set on 
its feet and begun business. These, too, are often 
termed prospectuses ; but they are not such, in any 
proper sense. They are mere advertisements of the 
business. 

Nothing pertaining to corporate business, except- 
ing, of course, the judicial settlement of knotty legal 
questions, requires more skill and ability than the 
preparation of a prospectus. The literary productions 
of this class are as numerous and varied in matter, 
quantity and quality as are corporate schemes, men- 
tal endowments, subjects for exploitation and devel- 
opment. 

It may be said, in a general way, that in order 
to make the best impression a natural order of ar- 
rangement of the parts should be adopted, and a clear 
and concise style of composition attained and ad- 
hered to. That is about all that can be said, un- 
less a large volume could be devoted to this subject 
alone. 

From the nature of the case it would h^ use- 
less to insert exemplars. Prospectuses vary in size 
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from a small folder containing a brief statement 
and the names of the officers, to a book of 
many pages.profusely illustrated, with maps and pic- 
tures. 

§ 192. Various Instruments, Often Used By, But Not 
Peculiar to, Corporations. 

The following forms are such as are used between 
individuals, not being peculiar to corporations. But 
as transactions between corporations, and between cor- 
porations and individuals, frequently involve the 
subjects of these forms, it is thought that the space 
devoted to them will be acceptably utilized. Those 
here given may be easily adapted to other dealings : 

Form 174. 

LEASE OF MINERAL LANDS. 

MEMORANDUM OF AGREEMENT, Made and en- 
tered into this day of , 

A. D. 19. . . ., by and between 

of , part 

of the first part, and , 

part of the second part, 

Witnesseth : That for and in consideration of the mu- 
tual covenants and agreements herein contained, and in fur- 
ther consideration of the siim of 

Dollars, by the part of the second part to the part.... 

of the first part in hand paid, the said part of the first 

part ha.... granted and do.... by these presents grant 
and lease unto the said part.... of the second part the ex- 
clusive right for the sole and only purpose of operating for 
coal, oil, gas and other minerals, all that certain tract of 

land situate, lying and being in the County of 

State of , and bounded and described 

as follows : 
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(Here insert full description.) 

Subject to the conditions, terms, restrictions and agree- 
ments hereinafter set forth : 

That the term of this lease shall be for ten years, with the 
privilege of a renewal for an additional ten years, and so 
long as oil, gas, coal and other minerals shall be found in 
paying quantities, the part.... of the second part shall deliver 

to the part of the first part a full 

part of such product. 

That the part.... of the second part shall commence a 

well within from the 

date hereof, and sink it with reasonable diligence; 

The part.... of the second part shall have the privilege of 
using sufficient wood, surface land, water, coal, gas and oil 
from the premises to run necessary machinery, and other pur- 
poses pertaining to said operations, and the right to remove 
all machinery and fixtures placed on the premises by them 
at any time, with the right of ingress and egress, and the 
exclusive right to lay and operate pipe-hnes or rails to convey 
oil, gas and other substances. 

That the part.... of the second part, heirs or as- 
signs, shall have the right to subdivide said tract of land into 
any number of smaller lots or pieces, or sublease the whole 
or any part of said tract of land, for the purposes named in this 
lease. 

That if oil or mineral of any kind is not found in pay- 
ing quantities after one well has been completed upon the 

premises hereby leased within years from the 

date hereof, then the lease is void, and of no eflfect. And a 
written notice by either party at the expiration of said 
years shall constitute notice as to the termina- 
tion of the lease. 

That the part of the second part are to keep, true and 

correct books of accounts showing the production of each 
and every well, and the shares or portions due the part.... 
of the first part, which books shall be kept open and free to 
the inspection of all parties interested therein. 

That it is further understood and agreed by the part 
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I 

of the first part, .... that if the parties of the second part 

elect to bore the first well upon other land not described in 

this lease, that may be selected within a radius of three 

miles from the above described land by said parties of the 

second part, the parties of the second part have one 

more year in which to sink a well upon the land described 

in this lease before the lease is forfeited and becomes null 

and void. 

And it is further understood andi agreed between the 

parties of the first and second part that the said part 

of the first part gives and grants unto the said part.... of 
the second part the exclusive and sole right on or befort 

years from ard after this date to purchase the 

royalty derived from the oil and mineral upon all or any 

portion of the land above described and leased to the part 

of the second part by paying to the part of the first pan 

dollars per acre, as payment in full for 

all royalty benefits derived from the land so selected and pur- 
chased. 

A failure on the part of the part of the second 

part to commence operations within the specified time, or 
to perform all conditions embodied herein or pay 
the royalty above mentioned, renders this lease null and 
void. 

It is agreed further, that any forfeiture of this lease by 
non-performance or surrender, shall terminate all liabilities 
to accrue under and by vi'rtue of its terms. 

That all conditions herein shall extend to the heirs, 
administrators executors and assigns of both parties. 

In Witness Whereof, the parties hereto have 
hereunto set their hands on the day and 
year first above written. 

(Signatures.) 
(Acknowledgment.) 
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Form 175. 

BILL OF SALE. 

Corporation to Individual, With Guarantee of Title. 

Know All Men By These Presents, That the New Era 
Printing Company, a corporation, duly organized under the 

laws of the State of in acknowledge- 

tion of the sum of two thousand dollars ($2,000) to it paid 
by John Dickson, the receipt whereof is hereby acknowledged, 
hereby sells, transfers and assigns to the said Dickson the fol- 
lowings goods -and chatels: 

All the printing presses, type metal, chases, faces of 
type, and linotype machines now in the printing office 01 
said corporation at its place of business, at No. 50 Print- 
ing House Square, in the City of Washington, District of 
Columbia, particularly inventoried and described in the an- 
nexed schedule. 

To Have and to Hold, all and singular the said goods 
and chattels to the use and benefit of the said Dickson, his 
heirs, personal representatives and assigns. 

And the said corporation hereby covenants with the said 
Dickson that it is the lawful owner of said goods and chat- 
tels; that the same are free from all liens; that it has a 
perfect title to, and a right to sell, transfer and assign 
the same, and that it will warrant and defend the same 
against the lawful claims and demands of all persons what- 
soever. 

(Testimonium Signatures and Seal.) 

The Secretary should attach the corporate seal 
to the schedule and attest it in the usual form for 
purposes of further identification. 

A bill of sale from a corporation to a corporation, or 
from an individual to a corporation, would require but 
a slight modification of the above form. 

Assignments of patents are frequently made from 
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Inventors aftd assignees of inventors to corporations. 
The following form contains no acknowledgment nor 
do the rules of the patent office where such assign- 
ments are recorded require them to be acknowledged. 
An acknowledgment before a notary public or some 
other officer having a seal readily suggests itself as 
the easiest and most satisfactory way of settling any 
question that might arise as to the genuineness of the 
signature. 

Form 176. 

ASSIGNMENT OF PATENT BY AN INDIVIDUAL 
TO A CORPORATION. 

Whereas, I, John Dickson, of the City of Washington, 
District of Columbia, did, on the 1st of May, 1903, obtain 
letters patent of the United States for an improvement in type 
cleaners, to wit: letters patent numbered 786,320, bearing 
date of said 1st day of May, 1903 ; and, whereas, I, the un- 
dersigned, am the sole owner of said patent, and of all rights 
under the same ; and, whereas, the New Era Printing Com- 
pany, a corporation duly organized and doing business un- 
der the laws of the State of , is de- 
siring of acquiring ownership and entire control of my entire 
interest in said patent; 

Now, therefore, to all whom it may concern, be it khown, 
that for and in consideration of the issue to me, or to my 
order, by said corporation, of five hundred shares of its cap- 
ital stock (of which five shares were heretofore issued to 
me) the receipt of certificates representing all of said stock, 
amounting to the par value of fifty thousand dollars ($50,000), 
is hereby admitted, I have this day sold, assigned and trans- 
ferred, and by these presents do sell, assign and transfer unto 
the said New Era Printing Company the entire right, title 
and interest in and to the said improvement in type clean- 
ers, and in and to the letters patent therefor aforesaid: 
the same to be held and enjoyed by the said New Era Print- 
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ing Company for its own exclusive use and benefit, and for 
the use and benefit of legal representatives, successors and as- 
signs, to the full end of the term for which said letters patent 
are or may be granted, as fully and entirely as the same would 
have been held and enjoyed by me had this assignment and note 
not been made. 

In Testimony Whereof, I have hereunto set my 
hand and affixed my seal, at Washington, 
D. C, this the 1st day of May, 1904. 

JOHN DICKSON, (Seal.) 
(Signatures of attesting witnesses or acknowledgment in 
usual form.) 

Assignment of a patent from one corporation to 
another, or from a corporation to an individual would be 
in the same form as the above, with but slight modifi- 
cation. 

In the transaction of corporate business, contracts 
are frequently made in the names of individuals, to be 
assigned afterwards to a corporation. The assignment 
may be elaborate and formal, or it may be sim- 
ply an endorsement on the back of the contract. Both 
forms are found below. 

The longer form might be attached to the contract 
if the latter were in writing. 

Form 177. 

ASSIGNMENT ENDORSED UPON CONTRACT. 

For a valuable consideration, the receipt whereof is ad- 
mitted, I hereby assign and transfer to the New Era Print- 
ing Company, a corporation, the within contract, and all the 
rights, privileges and obligations thereunder as therein set 
forth. JOHN DICKSON, Seal.) 

Witness to Signature : J. F. WESTON, 

Secretary, New Era Printing Company. 
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ASSIGNMENT OF CONTRACT — INDIVIDUAL TO 
CORPORATION. 
Know AH Men By These Presents, That for and in con- 
sideration of the isuue of the New Era Printing Company, a 
corporation, organized and doing business under the laws of 

the State of , of certificates for 

five hundred shares of its capital stock, of the par value of 
fifty thousand dollars ($50,000) full paid, to the undersigned, 
John Dickson, the receipt of which said certificates is hereby 
admited, I, John Dickson, hereby sell, assign, and transfer to 
the said corporation all and singular my right, title and in- 
terest of every kind in and to a certain contract, a copy of 
which is hereunto annexed, and by this reference made a 
part of this instrument, entered into on the 1st day of 
March, 1904, between one Nelson Dodd, of Washington, D. 
C, and the undersigned, whereby the said Dodd covenanted 
and bound himself to execute and deliver to the undersigned 
a twenty-year lease of certain real estate in said annexed 
contract described, in consideration of payments then and 
there made to the said Nelson Dodd as specified in said 
annexed contract specified and admitted; the said corporation 
to hold, enjoy and exercise the exclusive right to demand, and, 
under its terms to enter into the possession and ocupancy of 
said premises and real estate for the full term in said contract 
mentioned. 

Witness my hand and seal, at Washington, D. 
C, this March 1st, 1904. 

JOHN DICKSON, Seal.) 
(Acknowledgment in the usual form.) 

Form 179. 

CHATTEL MORTGAGE. 
Know All Men By These Presents, that whereas the New 
Era Printing Company, a corporation organized and doing 
business under the laws of the State of 
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is indebted to John Dickson in the sum of two thousand dollars 
($2,000.00) for printing presses and office equipment in the print- 
ing office of said corporation. 

Now, for the purpose of securing payment of said sum and 
the interest thereon to the said John Dickson, the said New Era 
Printing Company hereby sells, assigns and transfers to the said 
John Dickson, all the goods, wares and articles of personal prop- 
erty, described as follows : ' 

Two Rotary (Hoe) Printing Presses, new. 

Two Linotype (Smith) Machines Nos. 8691 and 8692. 

Said property now being and remaining in the possession of 
the said New Era Printing Company at No. 50 Printing House 
Square, Washington, D. C. 

Provided, and this mortgage is made upon the express condi- 
tion that, if the said New Era Printing Company shall pay to the 
said John Dickson the sum of two thousand dollars ($2,000) with 
interest from the date hereof, at the rate of ten per cent, per an- 
num, on or before the 1st day of September, 1904, which said 
sum the said corporation hereby agrees and binds itself to pay 
upon said last named date, then this transfer is to be void and of 
no effect; but should said corporation for any reason fail to pay 
said sum with interest thereon to the date of payment, on or be- 
fore the date for payment aforesaid, then the said Dickson shall 
have full power and authority to enter upon the premises of said 
corporation, or any other place or places where the said goods, 
chattels and personal property may be, and to take possession of 
and sell the same, or so much thereof as may be necessary to 
satisfy the said debt and the interest thereon from the proceeds 
thereof, after deducting all the expenses of such sale and any 
charges that may be incurred in the keeping of said property; and 
any such sale shall be public and only after due announcement 
thereof for two weeks previous thereto in one of the daily papers 
published in the City of Washington D. C, and any proceeds in 
excess of the amount of said debt and interest thereon, and 
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of the expenses of said sale and keeping of said property, 
shall belong to the said corporation and be paid over to it 
without demand and without delay. And if from any cause 
said property » shall 'fail to satisfy said debt, interest, cost 
and charges, said corporation hereby agrees to pay the de- 
ficiency. 

In Witness 'Whereof, the New Era Printing 
Company lias signed its nime ' hereto, by 
its President, and annexed its seal, duly at- 
tested by its Secretary, this 'March 1st, 
1904. 
(Corporate Seal.) 

NEW ERA PRINTING COMPANY. 
J. F. WESTON, Secretary. 
(Acknowledgment.) 

Investments whereby interests in real estate are con- 
veyed, encumbered, or otherwise affected by corpora- 
tions, are of great variety. 

The simplest form, that of a conveyance in fee sim- 
ple, is here given : 

Form 180. 

CONVEYANCE OF REAL ESTATE IN FEE SIMPLE. 

This Indenture, made the 1st day of March, A. D. 1904, 
between the New Era Printing Company, a corporation or- 
ganized and doing business under the laws of the State of 
, party of the first part, and John Dick- 
son, of the City of Washington, in the District of Columbia, 
party of the second part; 

Witnesseth: That the said party of the first part, in con- 
sideration of the sum of five thousand dollars ($5,000) law- 
ful money of the United States, paid to it by the said 
party of the second part, receipt whereof is hereby acknowl- 
edged, hereby grants, bargains, sells, releases and conveys 
to the said party of the second part, his heirs and assigns 
forever, all that lot and parcel of land situate in the City 
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of Washington, District of Columbia, prticularly described as 
follows : 

(Here insert particular description.) 

Together with the appurtenances and all the estate 
and rights of the party of the first part in and to said 
premises. 

To Have and to Hold, the above granted premises unto 
the said party of the second part, his heirs and assigns for- 
ever. 

And the said party of the first part hereby covenants with 
the said party of the second part as follows: 

First: That the party of the first part is seized of the 
said premises in fee simple and has a good right to convey the 
same. 

Second: That the party of the second part shall quietly 
enjoy the said premises. 

Third: That the said premises are free from encum- 
brances. 

Fourth: That the party of the first part will execute or 
procure any further necessary assurance of the title to the 
said premises. 

Fifth: That the party of the first part will forever warrant 
the title to said premises. 

In Witness Whereof, the said party of the first 
part, the New Era Printing Company, has 
affixed hereunto its corporate seal, attested 
by its Secretary, these presents to be signed, 
acknowledged and delivered in its name and 
on its bshalf by its President, on the day and 
year first above written. 
NEW ERA PRINTING C01)4^ANY. 
(Corporate Seal.) By JAMES WILLARD, 

Attest : President 

J. F. WESTON, Secretary. 
(Acknowledgment.) 



CHAPTER XXIV. 
Dissolution and Winding Up. 

193. Methods for Terminating Corporate Existence. 

194. Acts and Occurrences Which Do Not Amount to a 

Dissolution. 

195. Procedure for Voluntary Dissolution. 

§ 193. Methods for Terminating Corporate Existence. 

Corporate existence may be terminated in either 
of two ways : (i) By forfeiture at the suit of the 
government by which it was created; or (2), By the 
voluntary action of its members or stockholders. There 
is a third method of dissolution recognized at the com- 
mon law, viz. : by loss of an integral part, for instance, 
by loss of all the members by death, resignation or 
amotion. But since stock in a corporation is trans- 
ferable, and passes to the personal representative of 
the stockholder upon his death, and since there is no 
such thing as resignation distinct from a transfer of 
shares in a capital stock corporation, it is difficult to 
conceive of a loss of corporate existence by such a cor- 
poration otherwise than by either voluntary or involun- 
tary dissolution. 

It may be well to note that, for the purpose of reach- 
ing the ends of justice, courts of equity will sometimes 
treat a corporation as dissolved, when in legal' sense, no 
dissolution has occurred.^ 

Whether a consolidation effects a dissolution of the 
consolidating companies is a question of law, and gen- 
erally depends upon the construction of the statute 

439- 
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or provision in the charter under which it is brought 
about. In most cases it results in a practical dissolu- 
tion.* The general rule is subject, however, to ex- 
ceptions, arising from the wording of the statutes and 
the peculiar circumstances of each case.^ 

General statutory proyi,sions in most of the States 
impose upon the new corporation the obligation of the 
consolidating companies. 

§ 194. Acts and Occurrences Which Do Not Amount 
to a Dissolution. 

Bui a corporation is not dissolved from a. failure 
to elect officers.* Nor by a sale and assignment ctf all 
corporate property.^ Nor bec.ause one person owns all 
the stock.' Nor by a cessation of all corporate busi- 
ness.' Nor by insolvency.* 

§ 195. Procedure for Voluntary Dissolution. 

In the absence of statutory provisions for volun- 
tary dissolution, it is an important and a somewhat 
unsettled question by whom the power to effect a 
dis'solution may be exercised, whether a bare majority 
have power to dissolve the corporation or unani- 
mous consent is required. This question is of little or 
no importance, however in most of the States, stat- 
utes having provided the conditions and the proced- 
ure upon which corporations may be voluntarily dis- 
solved. 

The following forms will be found sufficient or 
easily adaptable in most of the States : 
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Form 181. 

RESOLUTION CALLING MEETING TO CONSIDER 
PROPOSITION TO DISSOLVE. 

Whereas, this corporation has entirely ceased to do the 
business for which it was formed and organized; and where- 
as, all indebtedness has been paid, and it appearing to be 
to the best interest of the stockholders that it should be dis- 
solved, its business terminated and its remaining assets distrib- 
uted among the stockholders, or otherwise disposed of accord- 
ing to law : 

Therefore, Resolved, that a special meeting of the stock- 
holders of the New Era Printing Company be and is hereby 
called, to be held at the office of said corporation, at No. 
50 Printing House Square, in the City of Washington, Dis- 
trict of Columbia, on the last day of July, 1904, at the hour 
of 10 o'clock A. M.,.for the purpose of, consideriijg and acting 
upon a proposition to dissolve said corporation, wind up its 
business and dispose of its assets. 

And the Secretary is hereby authorized to give notice 
of said meeting by publishing notice thereof in the "Wash- 
ington Post," a daily and weekly newspaper published in 
said City, once each week for at least two weeks prior 
the date of said meeting, and by mailing a copy of said 
notice to each of the stockholders whose names appear 
on the company's books, in the manner provided in the 
by-laws for giving notices for special meetings of the stock- 
holders. 

Form 182. 

PUBLISHED NOTICE OF STOCKHOLDERS' MEET- 
ING TO CONSIDER PROPOSITION TO DIS- 
DISSOLVE. 
Pursuant to a resolution duly offered and adopted by 
the Board of Directors of the New Era Printing Company 
at a regular meeting of said Board, held at the office of said 
corporation on the 15th day of June, 1904, and entered in the 
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Minute Book of said corporation as part of the proceed- 
ings at said meeting, notice is hereby given that a meet- 
ing of the stockholders of said corporation is hereby called, 
and will be held at the office of said corporation, at No. 
50 Printing House Square, in the City of Washington, in 
the District of Columbia, on the 1st day of July, 1904, at the 
hour of 10 o'clock A. M .,for the purpose of considering and 
acting upon the proposition to dissolve the said corporation, 
wind up its business and dispose of its assets. 

J. F. WESTON, 
Secretary of said Corporation. 

Form 183. 

FINAL RESOLUTION OF DIRECTORS PURSUANT 
TO AUTHORITY FROM STOCKHOLDERS. 

Whereas, on the 1st day of July, 1904, the stockholders 
of this corporation, in special meeting assembled, upon due 
notice published and given to each and every stockholder, 
according to law and the by-laws of this corporation, the 
New Era Printing Company, passed and adopted, by unan- 
imous vote, a resolution that immediate steps be taken for 
the dissolution of this corporation and the distribution of its 
assets remaining after all indebtedness, including costs and 
expenses incured in carrying out said resolution, are fully paid, 
and it appearing that all existing indebtedness has been fully 
paid ; 

Therefore, Resolved, that the President and Secretary 
be, and they are hereby, authorized and directed to cause 
to be prepared by a competent attorney, or attorneys, to 
be by them employed on behalf of this corporation for that 
purpose, a proper petition to the proper court, praying for 
the dissolution of this corporation and to prosecute the pro- 
ceeding to be instituted by the filing of said petition to final 
judgment. 

Resolved, Further, that, upon the procurance of a pre- 
liminary order favorable to the petitioners, said costs and ex- 
penses of said proceeding, including a reasonable attorney's 
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Fee, to be agreed upon between said President and Secretary 
and said attorney, or attorneys, be paid out of the assets 
of this corporation, and that the remaining assets be forth- 
with distributed pro rata by the said President and Secre- 
tary ; that in making such distribution they require from 
the stockholders proper receipts and acquittances, in full, 
for their respective shares of the assets of this corporation, 
and the surrender of their certificates of shares in the capital 
stock of this corporaton, properly endorsed, to be held by 
the President and Secretary for cancellation, upon the entry 
of a final decree of dissolution. 

The foregoing resolution by the Directors (Form 
183), with proper modification, will answer for the 
stockholders' meeting: 

Form 184. 

PETITION TO COURT, BY DIRECTORS. 

In the Court, within and 

for the County of ,.., in the State of 



In the matter of the voluntary dissolution of the New Era 
Printing Company, a corporation. 

To the Honorable Court of 

the County of in the State of 



Now comes the a cor- 
poration, by its Board of 

Directors, heretofore duly elected, qualified, and now acting 
as such Board, and shows to your Honorable Court: 

That said is a 

corporation, heretofore dilly organized, and now existing un- 
der the laws of the State of , and 

having its principal plaee of business at , 

in the County of , State of 



That a meeting of the stockholders of said corporation 
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was duly called by . resolution of its Board of Directors for 
the ..purpose .of considering and acting upon the question of 
winding up the aflfairs of the corporation, paying its debts, 
distributin^g its assets, and eflfecting its dissolution, to be 

held on, the day of , 

at o'clock M., at the office of said corpora- 
tion, at said i town of ; 

that due notice of the holding of said meeting was given, 
in accordance 'With the law, by personal service -thereof upon 
each of its . stockholders, and by publication thereof for three 
successive weeks prior to said date of meeting, in the 

, a newspaper of 

general circulation, printed and published in said County of 



That the total number of shares of the capital stock of 

said corporation is , all of which were 

issued and outstanding; that on said 

day of , at o'clock M., 

and at the place named in said notice, a meeting of the 
stockholders of said corporation was held, whereat were 

present stockholders holding collectively 

shares of the said stock; that at said meeting there were 
duly and unanimously passed and adopted by the affirmative 
vote of stockholders holding shares, res- 
olutions directing the dissolution of the corporation, the 
winding up of its affairs, and the distribution of its as- 
sets ; 

That all debts, claims and demands against said cor- 
poration have been fully satisfied and discharged ; and that 
the sole assets of said corporation, subject to distri- 
bution among its stockholders consists of ; 

That the number of the Board of Directors of this corpora- 
tion is five, and their names are as folows : 

(Here insert names.) 

Wherefore, Your petitioners pray that this Honorable 
Court will order this petition to be filed with the clerk there- 
of, and that the clerk give not less than thirty nor more than 
fifty days' notice of this application by publication thereof 
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printed and published in the said County of ; 

that after the time of publication' has expired, this Honorable 
Court may, upon five days' notice to any persons who have 
filed objections within the time prescribed by the statutes 
in such case made and provided, or without notice, if no 
objections have been filed, proceed to hear and determine this 
application; and after such hearing, adjudge and declare this 
corporation dissolved in accordance with the law in such cases 
made and provided. 

And your petitioner will ever pray. 

(DIRECTORS' NAMES.) 
Directors of the Company. 
DUBB & BUBB, 

Attorneys for Petitioners. 



State of 
County of 



, being duly sworn, 

deposes and says that he is one of the directors of t he 

, the corporation named 

in the foregoing petition, and as such has been, and now is 

the President of said corporation ; that • 

are the remaining di- 
rectors of said corporation, and now acting as such direc- 
tors with affiant, and that said directors constitute the full 
Board of Directors of said corporation. That affiant has 
heard read the foregoing petition of said corporation for 
the dissolution thereof, and know? the contents thereof, and 
that the same is true of his own knowledge, except 
as to the matters which are within stated on informa- 
tion and belief, and as to those matters, he believes k to 
be true. 

(Signed.) 

Subscribed and sworn, etc. 



446 MANUAL OF CORPORATE MANAGEMENT. 

Form 185. 

PRELIMINARY ORDER UPON PRESENTATION 
OF PETITION. 

In the Court, within and 

for the County of , in the State of 



In the matter of the application of the New Era Printing 
Company, a corporation, for dissolution. 

The application of the New Era Printing Company, a cor- 
poration, for a decree of this Court declaring said corpora- 
tion disolved, signed and verified by a majority of its Board 
of Directors, having been presented to this Court, and 
the Court being satisfied that said application is in 
conformity with the provisions of the statutes in such case 
made and provided, and governing such proceedings ; 

It is therefore ordered that said application be filed, and 
that the Clerk of this Court, upon the filing of said applica- 
tion, give days notice of said appli- 
cation, Tby publication in the , a 

newspaper published in the County of 

in the State of 

Dated day of 190 

Judge of said Court. 
Form 186. 

PUBLISHED NOTICE OF PRELIMINARY ORDER. 

In the Court, within and 

for the County of ,..., in the State of 



In the matter of the application for the dissolution of the 
'New Era Printing Company, a corporation. 

Dept No 

Notice is hereby given that said corporation, the New 
Era Printing Company, on the d«y of 
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, 1904, made in writing a voluntary ap- 
plication for dissolution, to said Court ; 

That said Court, thereupon, to wit, on the 

day of 1904, made an order directing 

that said application be filed with the Clerk of said Court, and 

that said Clerk give days' notice of 

said application, by publication in the , 

a newspaper published in said County, and that this notice 
is now given, and will be published according to said order, 

in said newspaper, during the period of 

days from said day of , 

1904, the first publication being made on , 

the day of , 

1904. 

Given under my hand and the seal of said 

Court of 

State of , 

this thel day of .... 

, 1904. 

Clerk. 
By 

(Seal.) Deputy. 



Form 187. 



FINAL DECREE IN DISSOLUTION. 

In the Court, within and 

for the County of , in the State of 



In the matter of the application of the New Era Printing 
Company, a corporation, for decree of dissolution. 

The application of the New Era Printing Company, a 
corporation, duly signed and verified by more than a majority 
of the members of the directors thereof, and filed herein on 
the 10th day of June, 1899, for a decree of this Court declar- 
ing the corporation dissolved, coming on regularly to be 
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heard this day in open Court,, and it appearing to the Court, 
upon proof introduced, that due and legal notice of said ap- 
plication has been given by publication for not less than 
thirty nor more than fifty days, to wit: for thirty-five days, 

in the , a newspaper of general 

circulation, published in said County of , 

State of , in accordance with the law 

and previous order of this Court ; and Duncan and Steele, 
appearing as attorneys for said corporation on behalf of said 
application, and no one appearing in opposition thereto, either 
in person or by attorney, and no answer to said applica- 
tion having- been filed, no objection thereto being made, and 
the said corporation having produced documentary and oral 
evidence, the Court finds the following facts as established and 
proved to its satisfaction : — 

First, That said corporation, the said New Era Print- 
ing Company, a corporation, duly incorporated and existing 
under the laws of this State, and at all of the times here- 
inafter mentioned had, and now has, its principal place of 

business at the City of , in said 

County of , in this State. 

Second. That at a meeting of the stockholders of said 
corporation, duly called and held, pursuant to resolution of 
its Board of Directors, for the purpose of considering arid act- 
. ing on the question of winding up the affairs of said corpora- 
tion and effecting its dissolution on the 

day of , A. D at the 

office of said corporation, at its principal place of business at 

said City of ., which meeting was 

held in pursuant to due notice given in accordance with law, 
by personal service thereof, on each of their stockholders, and 
by publication thereof, at which meeting there were present 
stockholders thereof holding collectively more than two-thirds 
of the capital stock thereof, there was duly and unanimouslj 
passed and adopted by the affirmative vote of all of said 
stockholders present at said meeting, and representing, 
as aforesaid, more than two-thirds of the capital stock, a 
resolution directing the dissolution of said corporation. 
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the winding up of its affairs, and the distribution of its as- 
sets. 

Third. That all debts, claims, and demands whatsoever 
against said corporation have been fully satisfied and dis- 
charged, save and except certain small incidental expen- 
ses yet to accrue, connected with the dissolution of said cor- 
poration. 

Fourth. That all of the assets of said corporation, to 

wit: , have been distributed 

among the stockholders of this corporation, in due and proper 
proportion, each to as appears by the receipts signed by all of 
staid stockholders, acknowledging that they have respect- 
ively received th* pro rata shares coming to each of 
them, which receipt it is ordered shall be filed herein with the 
papsrs in this proceeding. 

Fifth. That all of the stockholders of said corporation 
have surrendered their certificates of stock, and that the 
same have been presented to this Court, duly cancelled. 

Sixth. That the Treasurer of said corporation holds in 
his hands the sum of dollars, es- 
timated to be sufficient to meet the aforesaid incidental ex- 
penses yet to accrue. 

Seventh. That all of the facts set forth, and all of the 
statements made, in said application are true, and that said 
corporation is entitled to have the prayer of said application 
granted and a decree of dissolution entered herein; 

Now, therefore, it is hereby ordered, adjudged, decreed 
and declared that the said corportion, the New Era Printing 
Company, be, and the same is hereby dissolved. 

Done in open Court this day of 



Judge of the 

Coiirt. 



The decree is itself an acquittance and discharge 
from all liability, unless impeached for fraud or want 
of jurisdiction. And yet, as a safeguard against any 
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mere irregularities in the proceeding and as a better 
assurance of title to the property sold by the corpora- 
tion in winding up, it is prudent that something more 
than a mere receipt be taken from the stoskholders, 
upon making the final distribution. The instrument 
should be also a satisfaction and complete acquittance 
of the corporation, its directors and officers from liabil- 
ity, and may be as follows: 

Form 1 88. 

RECEIPT, RATIFICATION AND RELEASE FROM 
STOCKHOLDERS. 

KNOW ALL MEN BY THESE PRESENTS : 

That, Whereas, by certain resolutions passed and adopted 
by the stockholders of the New Era Printing Company, a cor- 
poration,, and by resolutions adopted respectively on the 

day of June and the 1st day of 

July, 1904., the directors of said corporation were directed to 
make sale and disposition of the property of said corpora- 
tion, and distribute its capital and assets among the stock- 
holders, with a view to the voluntary dissolution of said cor- 
poration, and said Board of Directors have fully performed 
their duties in the premises, in substantial compliance, and 
in accordance with the resolutions aforesaid, and do now, 
as well for their own protection as for the better assurance 
of title to the real property sold and disposed of by them, re- 
quest from the stockholders of said corporation a formal rat- 
ification of their several acts, and acquittance from all liability 
in the premises; 

Now, therefore, we, the undersigned, being all of the 
stockholders of the said New Era Printing Company, and 
being fully advised in the premises, do hereby respectivelj 
declare, acknowledge and agree that we have each received 
from the Board of Directors and from the members of said 
Board, individually and collectively, our full proportionate 
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respective shares of all the property of said corporation con- 
stituting its capital, and the proceeds thereof, as assets upon 
dissolution, remaining after payment of all corporate indebt- 
edness, expenses and costs; that the distribution of said 
assets has been fairly and equitably made, and we do, indi- 
vidually and collectively hereby assent to, ratify and coniirra 
each and all the sales, transfers, conveyances, contracts, 
agreements, proceedings and actions, made, executed, entered 
into, had or done, by the said Board of Directors, or their 
predecessors in office, or by any officer, or officers of 
said corporation, from its organization to the present time, and 
especially since the first proceedings had, with a view to a vol- 
untary dissolution of said corporation. 

And, in consideration of the receipt by each of us of our 
several respective shares of the proceeds of the sales and 
transfers hereinafter described, and all other benefits ac- 
cruing to us by reason of said sales and transfers, and with- 
out intending thereby to exclude from our affirmance and rat- 
ification any other acts done by said directors or officers, we 
do, and each of us does, hereby particularly assent to, ratify 
and confirm the sales, transfers and conveyances following, 
that is to say : 

(Here describe any tract or tracts of land that may have 
been sold and conveyed, as that of the corporation, and specify 
the office, book and page of recordation.) 

And we do, and each of us does, hereby release, acquit, 
and forever discharge the said directors and officers of said 
corporation, individually and collectively, their heirs, exec- 
utors and assigns, of and from all claims and demands what- 
soever which we now have, or could hereafter have, against 
them, or any of them, by reason of their acts or omissions as 
such directors or officers, and especially in the matter of the 
winding up of the business of said corporation, and distribu- 
tion of its assets. 

Dated, the day of , 1904. 

(Signed.) Names of all stockhoiders by 

whom assets received. 
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Where no real estate is involved, or the title is 
beyond question, and there is no probability of any 
future dispute, a simpler and shorter receipt may be 
taken, as follows: 

Form 189. 

RECEIPT FROM STOCKHOLDERS (SHORT.) 

We, the undersigned, constituting all the stockholders of 
the New Era Printing Company, a corporation, now in pro- 
cess of being wound up and dissolved, hereby acknowledge that 
we, and each of us, have received from said corporation our 
proper and just distributive shares of the property and assets 
of said corporation. 

(Signed.) Names. 

If the circumstances are such as to suggest the 
propriety of so doing, the formal receipt, ratification 
and affirmance might be inserted in the decree (Form 
187) at the end of the paragraph numbered 
"Fourth," prefacing it with the words "said receipt 
being also a ratification and affirmance as follows:" 
At any rate, the receipts, whatever their form, 
should be filed among the papers in the proceeding. 

ISee Bradt v. Benedict, 17 N. Y. 73; Swan Lete Co. v. 
Frank, 39 Fed. R. 456. 

2 See Shields v. Ohio, 75 U. S. 319; Railroad Co. v. 
Georgia, 98 U. S. 359; Clearwater v. Meredith, 1 Wall (U. S.) 
25; McMahon v. Morrison, 16 Ind. 172; Powell v. North :Mis- 
".ouri R. R. Co., 42 Mo. 63; Racine, etc., R. R. Co. v. Farmers' 
Loan & Tr. Co., 49 111. 331; Charity Hospital v. New Orleans, 
etc., Co. (La.), 4 So. Rep. 433. 

3 See Wabash, etc., R. R. Co. v. Horn, 114 U. S. 587; State 
V. Merchant, 37 Ohio St. 251; Prouty v. Lake Shore, etc., 
R. R Co, 52 N Y. 363; Henderson v. Central Pass. Ry. Co., 
21 Fed. R. 358; Kohl v. Lillienthal, 81 Cal. 878. 

* Kelsey v. Pfauder, etc., Co., 45 Hun. 10; Rose v. Turn- 
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pike Co., 3 Watts (Pa.) 46; Hoboken Bldg. etc., Assn. v. 
Martin, 13 N. J. Eq. 437; Evarts v. Killingworth Mfg. Co., 30 
Conn. 447; Nashville Bank v. Pelway, 3 Humph. (Tenn.) 522; 
Boston Glass Mfg. Co. v. Langdon, 24 Pick. (Mass.) 49; Cahill 
V. Kalamazoo, etc., Ins. Co., 2 Doug. (Mich.) 124; Phillips v. 
Wickham, 1 Paige (N Y.) 590; Slee v. Bloom, 5 Johns Ch. 
(N. Y.) 366; 19 Johns Ch. 456; St. Louis, etc., Loon Assn. v. 
Augustin, 2 Mo. App. 123; People v. Wren, 35 111. 269; Mus- 
catine, Turn Verein v. Fuich, 18 la. 469. 

B Barclay v. Talman, 4 Eda. Ch. (N. Y.) 123; Decamp v. 
Atwood, 52 Ind. 468; Reechwould v. Com. Hotel Co., 106 111. 
439; Rollins v. Clay, 33 Me. 132; Kansas City Hotel Co. v. 
same, 65 Mo. 279; Troy, etc., R. R. Co. v. Kew, 17 Barb. 
(N. Y.) 581. 

6 Newton Mfg. Co. v. White, 42 Ga. 148; Sharp v. Dawes. 
46 L. J. (Q. B.) 104; Button v. Hoffman, 61 Wis. 20; England 
V. Dearborn, 141 Mass. 509; Hopkins v. Roseclave Lead Co., 
72 111. 373; Bellina Company's Case, 3 Bland (Md.) 442. 

'Attorney General v. Bank, Hopkins Ch. (N. Y.) 403; 
Baptist Meeting House v. Nesbit, 24 Ala. 398; Kansas City, 
etc., Co. V. Saver, 65 Mo. 279; State v. Brown, 58 N. H. 370; 
West V. Carolina, etc., Co., 31 Ark. 476; Bache v. Horticul- 
tural Society, 10 Lea (Tenn.) 436; Brandon Iron Co. v. Gleason, 
24 Vt. 228; Atlanta v. Gate, etc., Co., 71 Ga. 106. 

8 Mosely v. Barrows, 52 Tex. 396; Valley Bank, etc., Soc. 
Inst. V. Sewing Soc, 28 Kan. 423; Stat v. Merchant, 37 Ohio 
St. 251; National Bank v. Ins. Co., 104 U. S. 54; Kincaid v. 
Dwinnelle, 59 N. Y. 548. 



General Index. 

Text Forms 

Page Page No. 
ACCEPTANCE 

of Charter by Incorporators.... 23 

ACKN OWLEDGMENTS 

and Verification Combined.Cor- 

porate 419-421 419-421 165-167 

ADJOURNMENT 

Vote upon Question of, When 

and How Taken 105 

AFFIDAVIT 

of Secretary, to Prove Personal 

Notice 94 94 29 

Published Notice 94 94 29 

AGREEMENTS 

Preliminary to Creating and 

Organizing Corporation, Nature 

and Effect of 18 

See Contracts; Promotion Contracts. 
AMENDMENT 

of Minutes, How Made 96 

ARKANSAS 

Requirements as to Articles of 

Incorporation in 65 65 24 

ARTICLES OF INCORPORATION 

Forms of 64-58 80,21 

Essentials of, Generally 81 

General Declaration of Inten- 
tion as Part of 34 

Must State the Place Where Its 

Principal Business Is to Be 

Transacted 48 

Must Be Properly Authenticated 28 

Must Designate Term of Exist- 
ence of Corporation 48 

Statement of Purposes as Part of 36 

Name as Essential Part of 35 

Must Set Forth Amount of Cap- 
ital Stock, Number of Shares, 

and by Whom Subscribed 49 

Must, in Most States, Designate 

Number, Names, etc., of Di- 
rectors 49 

Requirements as to, in Arkansas 65 65-68 23 

Requirements as to, in Nebraska 68 68-70 24 



30 


2 


32 


3 


3S8 


146 


360-364 


136,137 


30 


3 
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Text Forms 

Page Page No. 

Requirements as to, in New 

Jersey 58 59-64 22 

General Form of, the Same 

Without Regard to Magnitude 

of Corporate Enterprise 24 

Departure in, of Statutory Or- 
der, Not Material SO 

Skill Required in Preparation of 50,51 

of Railroad Company 24 24 1 

of Benevolent or Non-Profitable 

Corporation / 29 

of Co-operative Association.... 32 

and Consolidation 388 

Amendment of 360-364 

Corporation 29 

ASSENT 

of Stockholders to Consolidation 392 392 146 

ASSESSMENTS 

Levy of by Resolution 353 253 87 

Notice of Levy of, to Stock- 
holders 253 253 88 

Waiver of Notice of 254 354 89 

Collection of, After Full Pay- 
ment for Stock 260 

ASSIGNMENT 

of Contract, to Corporation 434,435 434,435 177,178 

of Patent, by Individual to Cor- 
poration 433 433 176 

of Receipt, Not Equivalent to 

Assignment of Certificate 823,324 

of Subscription After Part Pay- 
ment 222,223 233,233. 74-76 

AUTHENTICATION 

of Articles of Incorporation.... 38 

BILL OF SALE 

Corporate 433 432 175 

BOARD OF DIRECTORS 

Express Powers of 264-266 

Limitations upon Powers of, 

Contained in Charter or Articles 265 

Power of, to Change Place of 

Business 271,273 371,272 96 

Increasing and Decreasing 

Membership of 366 267 91 

Notices of Meetings of 277 877 103 104 
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Text Forms 

Page Page No. 

Special Meetings of 272 

Filling Vacancies in 2C9 269 G2 

BONDS 

1 Issued to Represent Corporate 

Indebtedness 415 '415 161 

Indemnity, Where Certiiicate 

Lost or Stolen 414 414 160 

Treasurer's, Should Be Given 

and Approved, When, and Form 

of 412.413 413 1J.9 

BOOKS 

Corporate, Required to Be Kept 

and Convenient 331-335 

BY-LAWS 

Subject of. Discussed 127 

Definition and Essentials of 129-131 

Right of Corporation to Make, 

Essential 16 

Relation of, to Charter 127 

May Regulate Exercise of, 

but Cannot Control Charter 

Provisions 129 

Importance and Function of 127-129 

Power to Make and Enforce an 

Inseparable Incident of Corpor- 
ate Existence . 128 

Ambiguity in, Should Be Avoid- 
ed 129 

May Designate Number Less 

Than Majority to Constitute a 

Quorum 84 

In What Respect Entering into 

Corporate Contracts 130,131 

Cannot Provide for Forfeiture 

WithO|ut Statutory Authority 131 

Unreasonably Restrictive, Are 

Void 131 

Distinguished from Municipal 

Ordinances 132 

May Not Be Contrary to Good 

Morals 129,130 

May Not Conflict with Law of 

the Land 129,130 

'May Not Be Unreasonable. . . . 130 ^ 
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Text Forms 

Page Page No. 

By Whom Enacted, Amended 

and Repealed 155 

Power of Directors to Enact, 

How Conferred 156,157 

Limitations upon Power to Al- 
ter, Amend and Repeal .-156,157 

Amendment of, Without Meet- 
ing of Stockholders 157-161 1S7-161 53-55 

Amendment of, by Directors, 

Pursuant to Request of Stock 

holders 158 158 54 

When Notice of Intention to 

Amend Required 165, 166 

Enforcement of 166-168 

Power to Enact Cannot Be Ar- 
bitrarily or Unreasonably Ex- 
ercised 167 

Informal Adaption of 159 

Relation of, to Constitution of 

Nan-Profitable Corporation.... 160 

How Book of, to Be Kept 162,163 

Amendments to, How Entered. 163 

Membership Chargeable with 

Notice of Provisions of 163,164 

Not Binding upon Strangers to 

the Corporation 164 

Power to Enforce Conditions in 168 

Prohibiting Transfer of Shares 

Void 168 

Extent and Scope of 132 134 4!) 

Imposing^ a Lien upon Shares, 

Against Whom and How Far 

Binding 164,165 

Providing for Preference 

Among Shareholders, When 

Valid 174 

Regulations Established by 

Usage May Have Force and Ef- 
fect of 169 

Simple and Short 134 4^ 

Elaborate, for Business Corpor- 

tion 

Certificate to 

of a Co-operative Association.. 

of Mutual Benefit Society 159 



136 


60 


142 


51 


143 


S3 
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Text Forms 

Page Page No. 
CALENDAR 

Corporate, Uses and Descrip- 
tion of 333 333-335 131 

CALL 

Of President, for Special 

Meeting of Stockholders 109 109 36 

for Mieeting of Stockholders 

Distinguished from Notice.... 108 

or Requests, by Stockholders 

for Special Meeting 107,108 107,108 34,35 

CALL AND WAIVER 

in Lieu of Formal Notice of 

Stockholders' Meetings 76,77 77 27 

CAPITAL STOCK 

How Term Used, and Meaning 

of 172 

Misuse of Term to Designate 

Capital 172 

Amount of Must Be Stated in 

Articles 172 

Methods of Disposing of Shares 

Representing Increase of 197 

Preference Given to Ssockhold- 

ers' in Disposing of 197 

Increase and Diminution of 188-199 189-195 59-61 

Increase or Diminution of. 

Statutory Authority Required 

for 196 

Resolution for Increase of 189 

Certificate of Increase of 189 

Certificate of Diminution of.... 191 

Diminution of. Presents a Dif- 
ferent Proposition to Creditors 

than When lincrease Proposed. 198 

CERTIFICATES 

Stock, Lost and Stolen, Duties 

of Officers Pertaining to 352-354 

Stock, Owner Cannot Be De- 
prived of Property in Without 

His Consent 353,354 

Stock, Temporary, Pending 

Preparation of Formal.. 221 73 

Stock, Consequences of Loss 

and Theft of 350,351 



189 


59 


189 


60 


191 


61 
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Text Forms 

Page Page No. 
Stock Languagre of, Must Be Re- 
sorted to to Determine Rights 

of Preferred Shareholders 175,176 

Stock, Merely Represent Hold- 
er's Interest in Corporation 180 

Stock, Varied > Provisions for 

Issuance of 180 

Stock, Great Care to Be Taken 

is Issuing 180 

Stock, Loss or Destruction of. 
Cannot Deprive Owner of Prop- 
erty in Shares 7 r. . . TT 181 

Stock, Common and Preferred 

Respectively 183-188 182-187 56-58 

of Election under Illinois Statue 52 18 
of Membership, in Mutual Ben- 
efit Society, Construed in Con- 
nection with By-Laws 159, 160 

of Organization of Non-Profit- 
able Corporation Must Appear 

in Articles 30 

Setting Forth Proceedings, Cre- 
ating and Increasing Bonded 

Indebtedness 368 139 

to Resolution 408 488 156 

of Trustees, Attached to Cor- 
porate Bonds 418 418 163 

CERTIFICATE OF INCORPORATION 
See Articles of Incorporation. 

CHANGE OF NAME 
See Name. 

CHARTER 

Term, Use of and Misuse of, 

Explained 21, 2S 

Defined 21,22 

Acceptance of, by Incorporators 22 

CHATTEL MORTGAGE 

^^^ScMcporate 435 43S 179 

CHECKS 

Corporate, for Ordinary Use... 424 

COMMITTEES , 

As Collective Agencies, Powers 

and Duties of 298 

COMPONENTS 

of Corporation 16 
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Text Forms 

Page Page No. 
CONSOLIDATION 

of Two or More Corporations, 

Subject of, Discussed 383-396 386-395 145-149 

of Principles Involved in, and 

Results Attained By 383-385 

of the Procedure" for 385-395 385-395 145-149 

Assent to, of Stockholders 392 392 147 

Subsequent Notice of 393 393 148 

Resolution by Stockholders 

Sanctioning 394 395, 149 

The Rights of Creditors upon, 

Further Considered 395 

CONSTATING INSTRUMENTS 

Term, Meaning and Use of 23 

CONTRACTS 

between Subscribers and Person 

Offering Property for Entire 

Stock 251 251 86 

Similar to Promotion Con- 
tracts, but Distinguishable from 

Them 238 838 80 

See Promotion Contracts. 
CONVEYANCE 

of Real Estate, in Pee Simple.. 437 437 180 

CORPORATE EXISTENCE 

Individuality of 17 

CORPORATE FUNDS 

Selecting Place of Deposit of. .. 270 270 93 

CORPORATE PROPERTY 

Disposal and Leasing of 397-403 398-403 150-154 

General Principles Governing 

Disposal and Leasing of 397 

Specific Authorization of Agent 

to Sell 399 400 151 

Authorization to Accept Deliv- 
ery and Make Payment 400 400 152 

Resolution Authorizing Lease of 401 401 153 

Authorization to Reconvey, 

upon Satisfaction of Trust 402 403 154 

Consolidation of Properties of 

Two or More Corporations.... 398 398 150 

CORPORATIONS 

Kinds and Classes 17,18 

for Profit, Distinguished from 

Others 18 
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Text Forms 

Page Page Nu 
Municipal, Distinguished from 

Private 18 

Benevolent, Social, etc., Distin- 
guished from Those for Profit... 18 

Essentials of Instruments Cre- 
ating 21 

Declaration, in Articles, of In- 
tention to Form, Not Necessary 34 

Power of, to Hold Stock in 

Other Corporations 19,20 

COUPONS 

Attached to Corporate Bonds.. 417 1417 162 

CUMULATIVE VOTING 

See Voting Rights. 
DECREE 

See Dissolution. 
DEFINITIONS 

of Articles of Incorporation .... 22, 23 

of Corporation 15 

of Guaranteed Stock • 174, 175 

of Full Paid Stock 176 

of Interest Bearing Stock 176 

of Motion 79 

of Preferred Stock.... 174 

of Oversissued Stock 177 

of Treasury Stock 177,178 

of Unissued Stock 176 

of Watered Stock 177 

DEPOSITARY 

of Corporate Funds, Selection 

of, by Board 269 270 03 

DIRECTORS 

Subject of. Considered 263-281 

Qualifications of 263 

De Facto, Where Qualifications 

Lacking 263 

Term of Office of 264 

Compensation of 267,268 

Compensation of, for Extra Ser- 
vices 263 

Fiduciary Relation of 268 

Cannot Vote, as Such, Where 

Personally Interested 268 

Must, in Most States, Be Des- 
ignated in Articles 49 
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Text Forms 

Page Page No. 
Election of 103 

Number of Can Only Be In- 
creased under Statutory Author- 
ity 360 

Certified Copy of Resolution 

Increasing 362 362 137 

Usually Required to Be Stock- 
holders 19 

Procedure for Increase of 360 360 136 

May Be Common in Dififerent 

Corporations 17 

Not Designated in Certificate 
of Incorporation in New York 

or New Jersey 49,50 

Minimum Number of May Be 
Fixed in By-Laws in Certain 

States 49, 50 

Personal Liability of, Various 

Forms of 2S0 

Removal of 276 276 102 

DISSOLUTION 

Proceeding for Discussed 439-453 441-452 181-189 

Exclusive Method of Putting 

an End to Stock Companies.... 439 

Acts and Occurrences Which 

Do Not Constitute 440 

Procedure for 440-152 441-452 181-189 

Resolution Calling Meeting to 

Consider Question of 440 441 181 

Calling Meeting to Consider 

Question of 441 441 181 

Petition for, to Court^ by Di- 
rectors 443 443 184 

Preliminary Order, upon Presen- 
tation of Petition for 446 446 185 

Published Notice of Preliminary 

Order for 446 446 186 

Final Decree in Proceeding for • 447 447 187 
Receipt Ratification and Re- 
lease upon 450-452 450-452 

Published Notice of Stockhold- 
ers' Meeting to Consider Ques- 
tion of 441 44J ISa 

Resolution of Directors upon 
Receipt of Authority for, from 
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Text Forms 

Page Page No. 
Stockholders 443 442 183 

DIVIDENDS 

Meaning of, and Rules Govern- 
ing 336-339 

on Preferred Stock, Rules Gov- 
erning Declaration and Payment 

of 340 

Resolution Declaring 340,341 340,341 138,133 

Notice of 341,342 343 134 

DRAFTS 

Corporate, for Ordinary Use.... 424 

ELECTIONS 

of Directors, How Conducted.. 102,103 

Breaking Tie Vote for Directors 

at 103 

ENDORSEMENT 

on Back of Corporate Bond. . . 418 418 164 

ESTOPPEL 

In Pais, with Reference to By- 
Law Informally Adopted 159 

Doctrine of, in Cases of Deal- 
ings with Corporate Agents.... 284,285 

FEES 

of Officers with Whom Articles 

Filed Must Be Paid or Tendered 29 

FORFEITURES 

of Shares under By-Laws 167 

and Sale of Stock, for Non-Pay- 
ment of Assessments 254,255 255 90 

FRAUD 

Practiced upon Corporation in 
Transfers of Stock, Conse- 
quences of 351 

FULL- PAID STOCK 

Defined 178 

GENERAL MANAGER 

Powers and Duties of 296 

GUARANTEED STOCK 

Meaning of 174,175 

ILLINOIS 

Peculiarities in, of Proceedings 

to Incorporate 51, 52 52-54 18 19 

INCORPORATORS 

Who May Become 19 
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Text Forms 

Page Page No. 
INDEBTEDNESS 

Bonded, Creating, Increasing 

and Diminishing 365-376 366-368 138,139 

INDEMNITY BOND 

See Bonds. 
INSPECTORS 

Conduct of Elections by 87 

Oath and Certificate of 311,312 121,122 

INSTALLMENT CERTIFICATES 

Only Another Name for Treas- 
urer's Receipt 220 

See also Certificates; Stock Subscriptions. 
INTEREST-BEARING STOCK 

Defined ' 176 

IRREGULARITIES 

Mere, in Process of Incorpora- 
tion, Not Fatal 51 

LEASE 

of Mineral Lands, by Corpora- 
tion 429 429 174 

LIABILITIES 

of Corporations for False Rep- 
resentations of Agents 299 

, of Directors, Various Forms of 280 

of Stockholders, Noture and 

Various Kinds of 257-262 

LIEN 

Claimed under By-Laws When 

and How Far Available 164, 165 

When Claim of Cannot Prevent 

Transfers of Shares 355 

LOST AND STOLEN CERTIFICATES 

See Certificates. 
MAJORITY 

Limitations upon Power of 83 

What Constitutes 84 

MANAGER 

See General Manager. 
MEETINGS 

of Stockholders Generally, and 

Annual 72-105 

Extensive Powers of Members 

at 81 

Only Substantial Conformity to 

Statutory Requirements Neces- 
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Text Forms 

Page Page No. 

sary 82 

First Organization at 72,73 

First, Charter and General I,aw 
Contain the Only Limitations 

upon Powers of Members at 80 

First, Minutes of Should Show 
Compliance with Statutory Re- 
quirements 79 

Regular Annual, Requirements 

as to Notice of 74-76 75-76 25-26 

First, How Conducted 78-80 

By What Officers Conducted... 89 

Adjourned, No Limit to the 
Number That Can Be Taken..! 91 

'Adjourned, When Expedient 

That,, Should Be Taken 93 

Adjourned, Mere Continuation 

of Prior Meeting 91 

Special, of Stockholders, Notice 

of, Published 111,113 112 40 

Special, of Stockholders, Call 
and Waiver in Lieu of Notice of. 
Only Available under Excep- 
tional Circumstances 107 

Special, of Stockholders, Waiv- 
er of Notice of 112,113 

Special, of Stockholders' Com- 
pliance with Legal Formalities 

in Conducting Required 113-115 

Special, of Stockholders, Detail- 
ed Suggestions for Conducting, 113-115 
Special, of Stockholders, Dis- 
cussed 106-115 

Special, of Stockholders, by 
Whom, How and Upon What 

Authority Called 106-110 106-110 33-38 

Special, of Stockholders, Res- 
olution Calling 106 106 33 

Special, of Stockholders, Re- 
quest by Stockholders for 107 107 34 

Special, of Stockholders, Call 

by President for 109 109 36 

Special, of Stockholders, Res- 
olution by Board Calling 109 109 37 
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Text Forms 

Page Page No. 

Special, of Stockholders, Call 

for by President 110 110 38 

Special, of Stockholders, No- 
tice of. Personal 110 111 39 

of Board of Directors, Call and 

Waiver of Notice of 278 279 105 

Special, of Board of Directors.. 372,273 

of Directors, by Unanimous 

Consent, Without Notice 279 

MEMBER 

Term, Often Used Interchange- 
ably with Stockholders 23 

Extensive Powers of. When 

Assembled at Meetings 81,83 

Powers of, with Respect to 

Conducting Meetings 89 

Individual, Voting Rights of.... 84 

MEMBERSHIP 

Essential Right of Corporation 

to Lose and to Acquire New. ... 16 

MINORITY 

Right of to Complain or Appeal 

to Courts for Redress 83 

Rights of in Equity 83 

MINUTE BOOK 

Uses and Forms of 331,322 

What Should Contain, and How 

Kept 322-325 

MINUTES 

Outline, or "Cut and Dried" 

for Use at Meetings 303 

of First Meeting of Stockholders 306 306 117 

of Other than First Meetings 

of Stockholders 308-310 308-310 118-120 

Forms of, at Various Meetings 

of Board 313-319 314-319 124-128 

of Ratification of Agreement be- 
tween Incorporators 241 241 81 

of Prior Meeting, Reading, Cor- 
recting and Approving 95 

of Meeting of Directors, How 

Corrected 96 

of Annual Meeting, May Be Cor- 
rected and Approved at Same 

Meeting 96 
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Text Forms 

Page Page No. 
of Directors* Meetings, Not to 
Be Approved at Stockholders' 
Meetings 97 

MOTIONS 

Relative Duties of Movants 
and Secretary, with Respect to 80 
the Usual and Most Convenient 
Form for Presenting a Proposi- 
tion 79 

MOTIONS AND RESOLUTIONS 
Comparative Convenience and 
Uses of 80 

NAME 

Designation of, as Part of Arti- 
cles of Incorporation , 35 

Inquiry of State OfKcer upon 

Question of Conflict in 36 

Should Not Be Misleading or 
Conflict with That of Another 

Corporation 35,36 

Change of, Procedure 377-382 378-381 140-144 

Change of, Procedure for, Res- 
olution by Stockholders 378 378 141 

Change of, Procedure for, Peti- 
tion by Directors 379 379 142 

Change of. Procedure for. Order 
Setting Date for Hearing and 

Directing Publication 380 380 14;! 

Change of. Procedure for, De- 
cree Granting 381 381 144 

NEBRASKA 

Requirements as to Anticles of 

Incorporation in 68 67-70 24 

NEW BUSINESS 

What Properly Considered un- 
der Head of 104 

How Questions May Be Called 

up under Head of 104 

NEW JERSEY 

Requirements in, as to Certifi- 
cate of Incorporation 58 59-64 22 

Liberal Provision in as to Cor- 
porations 58 

Elaborate Purposes under In- 
corporation Laws of 58 59-64 22 



468 GENERAL INDEX. 

Text Forms 

Page Page No. 

NEW YORK 

Requirements as to Certificate 

cate of Incorporation in 54 54-58 20,21 

NOTE 

See Promissory Notes. 

NOTICE 

of Meetings, General Discussion 
of Necessity for and Requisites 

of 74-76 75-77 25,36 

Necessity of, t o Every Incor- 
porator, for Purposes of Organ- 
ization 73 

Published, of Stockholders' 
Meeting to Consider Question 

of Dissolution 441 441 182 

Published, of Preliminary Order 

in Proceeding to Dissolve .... 446 446 186 

Published upon Consolidation . 393 393 148 

Proving, at Meeting 92 93 28,29 

Call and Waiver of 76,77 77 27 

of Meetings of Board of Di- 
rectors 277 277 103.104 

of Meetings of Board, Call and 

Waiver in Lieu of 278 279 105 

of Delinquent Sale 255 255 90 

OATHS 

and Certificates of Inspectors.. 311,312 121,122 

OFFICERS AND AGENTS 

Discussion of Powers and Du- 
ties of 282-299 

Generally as to Exercise of Cor- 
porate Powers Through 382-284 

Charter or Articles as a Meas- 
ure of Authority of 284-286 

Estoppel Herein . . . . ; 284, 285 

Essential Right of Corporation 

to Appoint and Remove........ 16 

Appointment of, by Board of 

Directors 270,271 270,271 94,95 

Express Ratification of Unau- 
thorized Acts of • 287 887 106,107 

Secret Instructions and Un- 
disclosed By-Law Provisions, 

Effect of 286,287 

Resignations of 298 298,299 113,113 



313 


123 


303 


114 


303 


114 
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Page Page No. 
Text Forms 

Liabilities of, Generally 299 

ORDER 

Preliminary, upon Presentation 

of Petition for Dissolution 446 446 185 

ORDER OF BUSINESS 

At Meetings of Directors 312 

At Meetings of Stockholders... 302 

Duty of Secretary to Prepare.. 302 

ORGANIZATION 

Meaning of, and Necessity for.. 72,73 

of Non-Profitable Corporation 

Must Precede Filing Articles 80 

Prior to Filing Articles, Not 

Usually Necessary 74 

Prior to Filing Articles, Re- 
quired in Several States 65 65 23 

OVERISSUED STOCK 

Defined , 177 

PATENT 

See Assignment. 
PETITION 

By Directors, to Court, for De- 
cree of Dissolution 443 

for Change of Name....... 379 

for Incorporation in Illinois . . . 
PLACE OF BUSINESS 

Principal, Must Be Designated 

in Articles iS 

May Be Maintained Outside 

State, When 48 

Change of, by Board 272 272 96 

POWER OF ATTORNEY 

Requisites of, for Various Pur- 
poses Considered 410 411 158 

Coupled with an Interest, Effect 

of 412 

POWERS 

Corporate, Limitations upon... 17 

Express Claim of Certain, in 

Articles, Excludes Others 37 

Corporate, with Respect to Pur- 
chasing and Owning Real Estate IT 
Corporate, with Respect to Buy- 
ing and Selling Shares in Other 
Corporations 17 



443 


184 


379 


142 


53 


19 
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Text Forms 

Page Page No. 
Corporate, with Reference to 
Holding Shares in Other Cor- 

Corporations 19,120 

of Members at Meetings, Limi- 
tations upon 82-84 

PREFERENCE 

to Creditors, Cannot Be Given 

by Stockholder in Paying Sub- 
scription 255 

PREFERRED STOCK 

Arrangement for, Without Stat- 
utory Authority Void 173 

Misuse of Term, "Guaranteed 

Stock" to signify 174 

Varied By-Law Provisions 

Relating to "..:'. 174 

Issue of, to Obtain Working 

Capital ...:... 198 

PRESIDENT 

Power of Board as Measure of 

Authority of 890 

and Secretary, Acting Conjoint-. 

ly. Powers and Duties of 297 

Duties of, at Stockholders' 

Meeting 89 

Powers of, When Also' General 

Manager 291 

PROFITS 

See Dividends. 
PROMISSORY NOTES 

Corporate, Ordinary, Without 

Security 425 '425 172 

Corporate, with Collateral Se- 
curity 425 425 173 

PROPERTY ' 

Right to Purchase and Hold 

a Component of Corporate Ex- 
istence , , 16 

See also Corporate Property; 
Stock Subscriptions-, 
PROMOTERS 

Defined 235-227 

Dealings of. Discussed ;...-. 226-242 
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Text Forms 

Page Page No. 

PROMOTION CONTRACTS 

Considered 325-343 

Made Before, Distinguished 
from Those Made After, Incor- 
poration 226 

.WitH Incorporators 227-235 328-232 76-79 

Where Promoter Has Obtained 

Option upon Land 227 228 76 ' 

Containing Provision for Pro- 
moter's Compensation 228,229 229 77 

Should Contain Specific Terms. 230-232 230-232 78,79 
Proceedings Taken to Carry Out 235-337 

PROSPECTUSES 

Various Kinds of. Discussed.... 426-438 

PROXIES 

Subject of Discussed 116-126 

of the General Right of Voting 

by 116,117 

Given for One Purpose, Cannot 

Be Used for Another 116 

Sending out, by Secretary, a 

Usual Practice 116 

Limitations by Statute, upon 

Life of 117 

Stockholders Cannot Be Com- 
pelled to Give, in Absence of 

Agreemient 117 

Form of May Be Limited or 

Unlimited 117 117,118 ftl 

Limited as to Time, When Be- 
comes Ineffective 118 

Power of Substitution Contain- 
ed in 118 118 42 

Where Shares Owned by Estate 

of Deceased Person 130 44 

To Vote Shares Owned by Cor- 
porations ". 122 123 46 

Joint , •.-. 131 131 45 

Given by Corporation, Specific 

and Limited 133 46 

Instrument by Which Power to 
Substitute Contained in, Exer^ 

cised 124 47 

■Revocation of 135 .125 48 



472 GENERAL INDEX. 

Text Forms 

Page Page No. 

Revocation of, May Be Quali- 
fied or Limited 125 

Should Be Left with Secretary 

during Meeting 93 

PURPOSES 

Importance of Proper State- ' 

mentof in Articles 36, 37 

Comprehensive and Concise 38,39 7 

General Business, Comprehen- 
sive and Elaborate 39 8 

Purchase and Development of 

Oil Land 40 9 

Purchase Development and Sale 

of Mineral Lands, Water ' 

Rights,, etc , 41 10 

to Purchase, Lease and Operate 

Street Railways 43 11 

Purchase, Take Over and Oper- 
ate Properties of Electric Gas 

and Railway Companies, etc.... 43 12 

of Co-operative Merchants' As- 
sociation 

of" Sporting or Gun Club 

of Corporation tor Mutual Aid. 

of Corporation for Sociability, 

Benevolent Aid, etc 

of Corporation for Promotion 

of Principles of Political Party. 

of Trading Company 

' of a Dry Good's Company 

of Corporation Formed for 

Buying, Improving, Cultivating 

and Selling Farming Lands 38 6 

Elaborate, Permitted under 

New Jersey Statutes 58 69-64 23 

QUORUM 

Presumptions as to Attendance 

of, in Case of Adjourned Meet- 
ing 92 

RATIFCATION 

of Agreement among Incorpor- 
ators ' 241 

Express, of Unauthorized Acts 

of O eers and Agents 287 287,288 106,107 



45 


13 


46 


14 


47 


15 


47 


16 


47 


17 


37 


4 


37 


4 
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Page Page No. 

Text Formi 
by Stockholders, upon Dissolu- 
tion 450 450 188 

RECEIPTS 

Corporate, for Ordinary Use... 434 
for Payments upon Stock Sub- 
scription 310 211,313 66,67 

for Subscriptions, Used as Tem- 
porary Certificates 320 221 73 

for Part Payments on Subscrip- 
tions, Sometimes Designated 
as "Installment Certificates" .... 220 
Treasurer's, for Payments upon 
Subscriptions, Entries upon.... 223 
from Stockholders upon Dis- 
solution 450-462 450-452 188,189 

REGULATIONS 

Not Formally Adopted, Force 

and Eflfect of, as By-Laws 169 

RELEASE 

by Stockholder, upon Disso- 
lution 450 450 188 

REPORTS OF COMMITTEES 

Subject of, Considered 98-100 101 32 

REPORTS OF OFFICERS 

Subject of. Discussed 97-100 99 31 

REPORTS OF PRESIDENT 

Subject of, and How Made 97 99 31 

REPORTS OF TREASURER 

Subject of Considered 100 

RESIGNATIONS 

and Actions Thereon By Board 273-275 275,276 98-101 
of Officers 298 298,399 113,113 

RESOLUTIONS 

Deifined 81 

Are Most Convenient Form, of 
Presenting Complicated Matters 80 

Effect of Referring, to Com- 

mitte* 80 

Rescinding Contract 408 409 167 

Authorizing Lease of Prop- 
erty 401 401 153 

by Stockholders, Authorizing 

Increase of Capital Stock 189 69 

by Stockholders Sanctioning 

Consolidation 394 395 149 



407 


155 


252 


87 


269 


92 



474 ' GENERAL IND'EX. 

Text Forms 
Page Page No. 
by Stockholders, Increasing 
Membership of Board of Direc- 
tors 267 267 91 

by Stockholders, for Change of 

Name 378 378 140 

by Stockholders, Accepting Of- 
ter of Property for Unsubscrib- 
ed Capital Stock 250 250 84 

Authorizing President and Sec- 
retary to Borrow Money and 

Give Corporation's Note 407 

Levying Assessments 252 

Filling Vacancy in Board 266 

by Board, Selecting Depositary 

for Corporate Funds 270 270 93 

by Board of Directors, for 

Change of Name 378 378 141 

of Board, Changing Place of 

Business 272 272 96 

of Directors, Amending By- 
Laws upon Recfuest of Stock- 
holders 158 158 54 

of Directors, Calling Special 

Meeting of Stockholders 109 109 37 

of Directors Creating and In- 
creasing Bonded Indebtedness . 366 138 
by Board of Directors, Accept- 
ing Offer of Property for Un- 
subscribed Capital Stock 251 251 85 

Preliminary, of Directors, Lead- 
ing to Consolidation 286 386 145 

Final, of Directors, upon Con- 
clusion to Dissolve 442 442 183 

of Removal of Directors 276 276 102 

RIGHT TO SUE AND LIABIL- 
ITY TO BE SUED 

Essential to Corporation 16 

ROLL .. 

for Membership Meeting, Prep- 
aration' and Calling of' 90-93 

RULES AND REGULATIONS 
Essential Right of Corporation 
tion to Make 16 



GENERAL INDEX. 
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Text Forms 
Page Page No. 

SEAL 

Corporate, No Longer Essential 

to Validity of Corporate Act.... 16 

SECRETARY 

Affidavit of, to Correctness of 

Copy ; 896 295 ill 

and President, Acting Conjoint- 
ly, Powers and Duties of 897 

Duties of, Pertaining to Meet- 
ings of Stockholders 302-812 303-312 114-122 

Duties of, Pertaining to Meet- 
ings of Directors 312-319 313-319 123-127 

Importance of Functions of .... 302 
Duties of, with Respect to Fur- 
nishing Certified Copies 393,294 293,294 108-110 

Duties of, with Respect to Lists 

of Stockholders 303-305 303,304 115,116 

Powers and Duties of 293-296 

Should Keep Minutes of All 
Meetings, of Stockholders, if 
Possible 89 

SHAREHOLDER AND 

SHAREHOLDERS 
See Stockholders. 

SIGNATURE AND 

AUTHENTICATION 

Corporate, Requisites of 181 

SPECIAL STOCKHOLDERS' 

MEETING 

the First, an Instance of 78 

See also Meetings. 

STATU!TORY REQUIREMENTS 
First Meeting Should Show 
Compliance with 79 

STOCK 

Taking, Without Written Agree- 
ment 217 218 71 

STOCK AND TRANSFER 

BOOK . 

Uses and Description of...'.... 326,329 329 129 

STOCK BOOKS 

as Evidence of Right to Vote.. 87,88 
Showing of. Not Conclusive 
upon Administrators, Guar- 
dians, Curators,' etc. 88. 



476 GENERAL INDEX. 

Page Page No. 
Text Forms 

STOCK CERTIFICATE BOOK 

Uses and Description of 336-328 

STOCK CERTIFICATES 
See Certificates. 

STOCKHOLDERS 

Alphabetical List of, for Use at 

Meetings 302 303 114 

Are Holders of Shares in Cor- 
poration for Profit... 23 

Distinguished from Members .. 23 
Extent of Liability of, for Un- 
paid Subscriptions 257 

When Corporation May Be.... 19 

Special Statutory Liability . of. . 257-260 
Divers Statutory Liabilities of... 260 
Nature and Kinds of Liabilities 

of 257-268 

Precautions of, upon Sale and 
Transfer, to Avoid Further Lia- 
bility ■. 260-262 

STOCK LEDGER 

Uses and Description of 330-332 338 130 

STOCK SUBSCRIPTIONS 

Subject of. Considered 179 

Various Terms and Forms of. . 200 

Unlimited 214 

Conditional 213 

Preliminary, with Divers Con- 
ditions and Stipulations 215 215 70 

Taken Before Incorporations, 
■ Containing Divers Provisions. 200 200 62 

Preliminary, to Railroad Com- 
pany, with Interposition of 

Trustees 208 202 63 

Simple and Short 208 208 64 

Covering. Compensation of Pro- 
moter 209 209 ea 

Taken by Promoter, Collection 

of 235-237 

Taken by Promoter, Must Be 

Accepted by Corporation 237 

Taken by Promoter, Do Not 
Create Relation of Shareholder 
Prior to Acceptance by Corpor- 
ation 23T 



200 


62-68 


214 


69 


213 


68 
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Text Forms 

Page Page No. 

Payment of 243-356 

Payment of, a Duty Which Can 

not Be Evaded 843-246 

Payment of Conditional upon 

Subscriptions to a Certain 

Amoiunt 246 

Obligors in, Need Not Wait for 

Call 255 

Payment of, in Property or Ser- 
vices, May Usually Be Accepted 344,347 

Payment of. Where Corporation 

Formed to Take over Property. 248-251 249-251 83-86 

Receipts for Payments upon... 310 211,312 66,67 

Receipts for Payments upon, 

Priar to Issuance of Certificate.. 219 320 73 

Endorsement of Payment of, 

upon Receipt 232 233 75 

Assignments of, Prior to Issu- 
ance of Certificates 218 219 72 

Concurrent Remedies by Suit 

and to Forfeit upon 179 

Procedure to Forfeit, Must Be 

Strictly According to Statute . . . 179 

STUB 

Entries to Be Made upon 223 

SUBSCRIPTIONS 

See Stock Subscriptions. 

SUCCESSION 

Continuous, by Corporate Name 
a Component of Corporate Ex- 
istence 16 

TERM OF EXISTENCE 

Must Be Provided for in Ar- 
ticles ' 48 

May Be Perpetual in Certain 

States 49 

TESITIMONIUM CLAUSE 

to corporate Instruments 421-423 422,423 168-171 

TRANSFER OF STOCK 

Discussion of Subject of 343-358 

Where Dividends Reserved.... 358 358 135 
Considered with Reference to 
Transferable Character, as Prop- 
erty 343,344 



478 GENERAL INDEX. 

Text Forms 

Page Page No. 
Reason for, and Extent of. 

Rule Requiring Record of 344 

Rights and Remedies Where 
Corporate Officers Refuse to 

Register 345 

Convenient Method of Consum- 
mating 345 

Making Through Stock Regis- 
trars and Transfer Agents 348 

Blank Assignment and Power of 

Attorney for Purposes of 346 

by Issue of Two or More Cer- 
tificates in Lieu of One Previ- 
ously Issued 349 

Not Accomplished by Loss or 

Theft of Certificate 350 

Right of, Cannot Be Subjected 

to Unreasonable Restrictions... 354,355 

Cannot Be Prevented by Claim 

of Lien, When 355 

Produced by Fraud, When 
Stockholder Protected Against. 351 

Relative Rights of Parties 
to, with Respect to Dividends 

and Voting Privileges 356, 357 

Relation of Corporation and 
Corporate Officers with Respect 
to 351-354 

TREASURER 

Powers and Duties of 895 

TREASURER'S BOND 
See Bonds. 

TREASURY STOCK 

Defiined ' 177,178 

Cannot Be Paid for Out of " 

Proceeds of Capital Stock 178 

Rights of Creditors and Stock- 
holders with Respect to 178,179 

How Increase Converted into.. 197 

TRUSTEE 

Term, Often Used in Lieu of 
"Director" 83 

UNFINISHED BUSINESS 

What Considered under Head- of 103 
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Page Page No. 
Text Forms 

UNISSUED STOCK 

Defined 17G 

VERIFICATIONS 

See Acknowledgments. 
VESTED RIGHTS 

Cannot Be Disturbed under 

Guise of Enacting and Enforc- 
ing By-Laws 130 i> . 

VOTING RIGHTS 

of Administrators, Curators, 

Guardians, etc., Not Dependent 

upon Showing of Stock Book. . 88 

as Evidenced by Stock Books. . 87 

Cumulative, Defined and Ex- 
plained 8S 

Cumulative, Can Only Be Ex- 
ercised Conformably to Statute. 85 

of Individual Members 84 

of the Manner of Exercising ... 86 

interest No Disqualification 

from Exercising 85 

None, with Respect to Stock 

Owned by Corporation 88 

WAIVER 

by Stockholders, of Notice of 

, Assessments 254 MS 69 

of Notice Subsequent to Meet- 



mg 

See also Call and Waiver. 



78 



WATERED STOCK 

Defined 177 

WINDING UP 
See Dissolution. 





Date Due 
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